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BY THE U.S. GENERAL ACCOUNTING OFFICE 

Report To The Secretary Of Agriculture 

Better Wage-Matching Systems 
And Procedures Would Enhance 
Fbod Stamp Program Integrity 

When partrcrpants In the Department of Agrrculture’s Food 
Stamp Program do not report all their earned Income, more 
food stamp benefits are Issued than necessary Such 
underreportrng IS the most srgnrfrcant cause of food stamp 
overrssuances, which currently are about $1 brlllon an- 
nually--the equivalent amount of food assistance provided 
to almost 2 mrllron people annually To reduce over- 
Issuances, the Congress has required states to match 
wage data from external sources, such as employers, with 
pa trcrpants’ reported earnings to vertfy ellgrbrlrty and 
benefit levels. 

Wage matching can be an effective method for ImprovIng 
the program’s Integrity GAO found, however, that states 
need to Improve their systems for ldentrfyrng srgnrfrcant 
differences In earnings and for achieving more effective 
local follow-up to confirm potential unreported earnings, 
adjust benefit levels, and establish and collect claims for 
overIssuances. 

GAO recommends several actions that the Department cf 
Agrrculture should take to Improve states’ wage-matching 
operations 
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UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, O.C. 2OSa 

RESOUFICES COMMUNITV 
INO ECONOMIC DEVELOPMENT 

OIV,ISIOk 

B-206711 

The Honorable John R. Block 
The Secretary of Agriculture 

Dear Mr. Secretary: 

This report summarizes the results of our review of the Food 
and Nutrition Service's administration and state implementation of 
the Food Stamp Program's wage-matching requirement. Because most 
states use the same wage-matching procedures for both the Food 
Stamp Program and the Aid to Families with Dependent Children Pro- 
gram, most of the problems we found in our review were applicable 
to both programs. Accordingly, we believe that this presents an 
opportunity for the Department of Agriculture and the Department 
of Health and Human Services to work cooperatively to improve the 
programs' integrity through more efficient wage-matching 
operations. 

The report contains recommendations to you on pages 18, 35 
and 36. As you know, 31 U.S.C. 720 requires the head of a federal 
ayency to submit a written statement on actions taken on our 
recommendations to the Senate Committee on Governmental Affairs 
and the House Committee on Government Operations no later than 
60 days after the date of the report and to the House and Senate 
Committees on Approprlatlons with the agency's first request for 
appropriations made more than 60 days after the date of the 
report. 

We are sending copies of this report to the above committees; 
to other committees and Members of Congress: to the Director, 
office of Manayement and Budget; and to the Secretary of the 
Department of Health and Human Services. We are also sending 
copies to the Assistant Secretary for Food and Consumer Services; 
the Administrator, 
General. 

Food and Nutrition Service; and your Inspector 

Sincerely yours, 

\ 
J. Dexter Peach 
Director 
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GENERAL ACCOUNTING OFFICE BETTER WAGE-MATCHING SYSTEMS 
REPORT TO THE SECRETARY AND PROCEDURES WOULD ENHANCE 
OF AGRICULTURE FOOD STAMP PROGRAM INTEGRITY 

DIGEST ------ 

The Department of Agriculture's Food and 
Nutrition Service administers the Food Stamp 
Program, which provided about $12 billion in 
food assistance during fiscal year 1983, to 
about 22 million persons monthly. Since 1981, 
benefit overissuances caused by recipient 
errors or fraud and state food stamp agency 
errors have cost the federal government about 
$1 billion annually. GAO conducted this 
review to determine whether the Service's and 
the states' wage-matching efforts had effec- 
tively addressed the overissuance problem. 
GAO also looked at the Department of Health 
and Human Service's (HHS') Aid to Families 
With Dependent Children (AFDC) Program because 
it has a similar wage-matching requirement. 

The most significant cause of overissuances has 
been the underreporting of income by program 
participants. Beginning in January 1983, 
Service regulations required states to 
(1) acquire wage data that participants' 
employers reported to state agencies adminis- 
tering state unemployment insurance programs 
or the Social Security Administration and 
(2) compare those data with earnings that 
participants reported to food stamp offices. 

States also were required to develop follow-up 
procedures and time frames for identifying and 
verifying any material differences shown by 
the comparisons. Where appropriate, states 
were to adjust or terminate benefits and 
establish and collect claims for previous 
overissuances. Wee PP. 1 and 2.) 

GAO reviewed the effectiveness of state wage- 
matching activities in Florida, Louisiana, New 
Jersey, New York, and Texas because of their 
experience with wage matching and because 
these states had issued the most food stamp 
benefits in their respective Service regions. 
GAO also reviewed the Service's administration 
of states' wage-matching activities at the 
Service's headquarters and at four of its 
seven regional offices. 
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GAO found several problems with states’ pro- 
cedures for identifying cases with potential 
unreported income. It also found that local 
food stamp offices in the five states fre- 
quently did not follow up on wage-matching 
results to determine accurate income amounts, 
correct current monthly benefits, or establish 
claims for previous overissuances. (See 
PP. 6, 17, 22, and 35.) 

PROCEDURES FOR IDENTIFYING 
CASES WARRANTING LOCAL OFFICE 
FOLLOW-UP NEED IMPROVEMENT 

The five states GAO reviewed did not have ade- 
quate systems for identifying participants who 
had not accurately reported their earned 
income. While they did have automated systems 
for determining applicants' eligibility and 
monthly benefit amounts, only New Jersey 
retained computerized records of participants' 
prior period earnings needed to conduct auto- 
mated wage matching. As a result, New Jersey 
could more efficiently identify cases with 
potentially large income errors and focus 
local offices' follow-up on those cases. In 
contrast, local offices in the other four 
states were faced with the time-consuming task 
of manually comparing external wage data for 
each wage match case with earnings data in 
individual food stamp casefiles. (See pp. 8 
and 9.) 

Florida, Louisiana, and Texas officials told 
GAO that a computerized matching system would 
be more efficient than their current manual 
system and that they were planning to automate 
their matching ol)erations. (See p. 12.) 

Even though food stamp legislation and regula- 
tions do not require states to automate tiage- 
matching procedures, Service officials told 
GAO that thry expectt-1.1 qtatas to do this 
because 1950 legislation increased the per- 
centage that the federal government would pay 
for states to obtain or upgrade auto:nated food 
stamp syste;~\s. !?A\3 l)eli.eves t?lat states' com- 
puterized systems should be able to conduct 
automated wage matching to qualify for 
increased federal reimbursement. (See pp. 7 
sjnd 9.) 
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GAO also found that coverage of matching oper- 
ations to identify potential overissuances 
needed to be Improved. Food stamp regulations 
were silent as to who should be covered by 
wage matching; however, the regulations 
required states to establish claims and pursue 
collections on any identified overissuance. 

Because of state legislative restrictions and 
internal policy decisions, four of the five 
states GAO reviewed did not obtain external 
wage data for individuals who had received 
food stamp benefits during a match period 
unless they were still receiving benefits. 

Texas, however, obtained external wage data 
for all participants who had received benefits 
during the match period whether they were 
still receiving benefits or not. GAO reviewed 
118 randomly selected cases in two Texas loca- 
tions. Of the 118 cases, 68 involved former 
participants. GAO found that in 42 of the 68 
cases, the former participants may have under- 
reported their earnings and received excessive 
benefits. GAO believes that all former par- 
ticipants who received benefits during a match 
period should be subject to wage matching. 
(See PP. 13 and 14.) 

The effectiveness of wage matching also could 
be increased if the Service established uni- 
form dollar criteria for referring potential 
overissuance cases for follow-up. The states 
GAO reviewed had established varying criteria 
for triggering follow-up. In three states, it 
was a quarterly difference of $75 between par- 
ticipants' reported earnings and externally 
reported wage data; in another it was $100 a 
quarter. In the fifth, it was based on the 
percent of increase in externally reported 
wage data for successive quarters--a procedure 
that had little relation to the earnings 
amounts that current benefits were based on. 
GAO believes that uniform dollar criteria 
would allow states to limit follow-up to cases 
where potential overissuances are large enough 
to warrant such efforts. (See PP. 14 to 16.) 
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IMPROVEMENTS IN FOLLOW-UP 
PRACTICES WOULD INCREASE THE 
BENEFITS OF WAGE MATCHING 

GAO reviewed 713 wage match cases referred to 
14 local food stamp offices in five states. 
Four hundred and forty-six of these cases 
involved wage differences ranging from $80 to 
$6,011 between external wage data and 
participant-reported earnings in food stamp 
casefiles for the 3-month match period. The 
potential unreported income for the 446 cases 
for these match periods was about $404,000-- 
just over $900 a case. (See pp. 4 and 22.) 

For 45 ca8es, current benefits were adjusted, 
and claims for previous overpayments were 
established, as appropriate. For the remain- 
ing 401 cases, however, local offices did not, 
as required, (1) take any follow-up action on 
90 cases, (2) accurately compare external wage 
data with casefile earnings data for 169 
cases, (3) resolve differences between the two 
income sources by confirming amounts with 
employers or participants for 58 cases, and 
(4) establish claims for verified overissu- 
antes for 87 cases. (Three cases had two 
reasons for inadequate follow-up.) (See 
pp. 25 to 30.) 

State officials said that the strain on local 
office staff created by manual match oper- 
ations and the relatively higher priority of 
other program requirements were responsible 
for inadequate follow-up. Also, the Service 
and the states GAO reviewed had not provided 
adequate guidance and training so that food 
stamp workers would make more accurate use of 
external wage data. Additionally, states did 
not effectively monitor local offices to 
determine how well they were using external 
wage data. (See pp. 30 to 34.) 

The Service and two of the five states had not 
prepared detailed instructions on the proce- 
dures or time frames that should be met to 
maximize wage-matching benefits. In the other 
three states, guidance was either incomplete 
or had not been made available to all local 
staff. Only 14 of the 103 local caseworkers 
GAO interviewed had received formal training 
on wage match follow-up activities. (See 
pp. 30 to 32.) 
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State and Service regional officials said that 
improvements were needed in instructional 
materials, training, and state action to check 
the accuracy of local offices' work. Three 
states told GAO that they were revising or 
planned to revise their manuals to provide 
more specific instructions for wage match 
follow-up procedures. GAO believes that these 
problems with wage matching could be reduced 
through additional automation and better 
guidance and training for local follow-up 
efforts. (See PP. 30 to 34.) 

DESIGN AND FOLLOW-UP PROBLEMS ALSO AFFECT 
WAGE MATCHING IN THE AFDC PROGRAM 

Of the 446 food stamp households that GAO 
identified as having potentially unreported 
income, 146 also had received AFDC benefits 
based on potentially inaccurate income data. 
GAO found that states experienced similar 
problems in carrying out AFDC matching 
operations because only about one-third of 
those 146 cases were handled correctly. 

GAO believes that it would be practical for 
Agriculture and HHS to work cooperatively to 
improve states' matching operations because 
states acquire external wage data from the 
same sources and use similar matching tech- 
niques for both programs. Also, many partici- 
pants were receiving benefits under both 
programs, and states commonly used the same 
offices, even caseworkers, to administer both 
programs. (See pp. 17 and 34.) 

RECOMMENDATIONS 

GAO recommends that the Secretary of Aqricul- 
ture take steps to secure broader use of auto- 
mated wage-matching techniques, expand wage 
match coverage, and establish uniform dollar 
criteria for follow-up referrals. GAO also 
recommends that the Secretary take action to 
improve states' follow-up activities for 
correcting current benefits and establishing 
claims for previous overpayments. ( See 
PP. 18, 35, and 36.) 
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AGENCY AND STATE COMMENTS 

Agriculture, HHS, and the states GAO reviewed 
agreed that the effectiveness of states' wage 
matching could be improved. (See apps. II 
through IV.) Agriculture said that GAO's 
report was constructive and informative and 
would help it improve state wage-matching 
activities. It noted that states had varying 
capabilities and problems and said that it 
intended to continue to allow states maximum 
flexibility in conducting matches. GAO 
believes that implementation of its recommen- 
dations would allow more efficient use of 
state resources and improve wage-matching 
effectiveness while concurrently preserving 
states' flexibility. HHS acknowledged the 
need for more specific guidelines and said it 
would be willing to work cooperatively with 
Agriculture to develop such assistance. The 
states affirmed the need for such guidance, 
and three states said that they had recently 
improved their automated systems or follow-up 
procedures. (See pp. 18 and 36.) 
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CHAPTER 1 

INTRODUCTION 

Inaccurate reporting of participants' earned and unearned 
income in the Food Stamp Program, administered by the U.S. Depart- 
ment of Agriculture's Food and Nutrition Service, is a major 
reason for overissuance of food stamp benefits. During fiscal 

'years 1981 and 1982, the most recent period for which data are 
available, states issued about $2 billion in program benefits to 
which households were not entitled. At the same time, eligible 
participants did not receive about $500 million in benefits they 
should have received. States' analyses of the causes of errors, 
as well as our Own,1 have shown that earned income errors are the 
largest single cause of inaccurately issued benefits. Department 
of Health and Human Services' (HHS') analyses of its Aid to 
Families with Dependent Children (AFDC) Program show that, to 
varying degrees, that program has experienced the same types of 
problems. 

The Congress, Agriculture, HHS, and state and local officials 
who administer these needs-based programs have expressed concern 
about losses from benefit overpayments. Within the past several 
years, there have been various administrative initiatives to 
improve states' ability to detect and prevent issuance errors such 
as those caused by inaccurate reporting of earned income. The 
Congress also has assisted in this effort by enacting legislative 
changes to improve program integrity. One of these legislative 
changes involved initially allowing and subsequently requiring 
states to compare participant-reported earnings with earnings 
information from independent external sources. 

The President's Council on Integrity and Efficiency, various 
Inspector Generals, and state officials have reported that com- 
puter matching of data from different sources is an effective way 
to detect errors in distributing benefits under needs-based pro- 
grams. In February 1983, we reported1 that more cases with over- 
issuances could be identified and that computer matching, and 
specifically wage matching, held considerable promise as a way to 
identify these cases. 

DEVELOPMENT OF THE WAGE- 
MATCHING REOUIREMENT 

Wage matching is now required for both the Food Stamp and 
AFDC Programs. During the past 4 years, congressional interest 
in wage matching as a routine feature of the Food Stamp Program 
increased considerably. The Food Stamp Act Amendments of 1980 
(Public Law 96-249), approved May 26, 1980, provided for more 

---- 

'Need for Greater Efforts to Recover Cost of Food Stamps Obtained 
Through Errors or Fraud (GAO/RCED-83-40, Feb. 4, 1983). 
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efficient verification techniques by qivinq states the option to 
conduct wage matches. Specifically, the 1980 legislation amended 
the Internal Revenue Code and the Social Security Act to allow 
state food stamp agencies to obtain and use wage, benefit, and 
other informatron contained in files maintained by the Social 
Security Administration and state unemployment compensation 
agencies. The Canqress also passed the Food Stamp and Commodity 
Distribution Amendments of 1981 (Public Law 97-98), approved 
December 22, 1981, which required states to obtain and use such 
external earnings information obtained from employers. The 
Service’s regulations for implementing this requirement instructed 
states to begin their matching operations by January 1, 1983. 

To obtain this information, state agencies had to develop 
agreements setting forth the procedures to be used to request or 
provide wage data. One of the stipulations was that such agree- 
ments establish safeguards for limiting any release or redisclo- 
sure of the data as required by federal or state laws and 
regulations. 

Another important legislative change in 1981 expanded to all 
household members the requirement that participants provide their 
social security numbers to the local food stamp agency. Previ- 

~ ously, only the individual designated as head of household had to 
provide a social security number to the agency. The purpose of 
this change was to improve verification of participant-reported 
income because social security numbers are a primary identifier 
and an integral component of the cross-checking process. For 
example, the five states we reviewed required both names and 
social security numbers in order to provide external wage data for 
matching purposes. Because households may contain more than one 
wage earner or a wage earner may not be designated as the head of 
household, under the previous requirements, food stamp agencies in 
these five states could not have obtained external wage data for 
such individuals because thev could not have provided social 
security numbers. 

The Congress also enacted Public Law 98-204, approved 
December 2, 1983, which amended food stamp legislation to author- 
ize states that did not routinely collect employer-reported wage 
data to use alternative sources of wage data for wage matching 
purposes, if approved by the Secretary of Agriculture. More 
recently, the Congress passed the Deficit Reduction Act of 1984 
(Public Law 980369), approved July 18, 1984, which required the 
Secretary of the Treasury, upon written request, to disclose to 
states food stamp aqencies’ current income tax return data on 
individuals’ unearned income. 

The Social Security Amendments of 1977 (Public Law 95-2161, 
approved December 20, 1977, required that beginning October 1, 
1979, states were to obtain and use external wage data in deter- 
mining eligibility for AFDC Program benefits. The reported suc- 
cess of wage matching in the AFDC Program was one of the primary 
reasons the Congress extended its use to the Food Stamp Proqram. 
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OBJECTIVES, SCOPE, AND METHODOLOGY 

We reviewed states' wage-matching activities in the Food 
Stamp Program because wage matching can be an important tool for 
preventing and detecting large amounts of erroneously issued 
benefits. We also analyzed the effectiveness of AFDC Program 
matching operations on a smaller scale. Our specific review 
objectives were to 

--identify opportunities to improve or streamline 
states' matching procedures to ensure efficient use of 
state resources, 

--determine if states are making adequate use of wage- 
matching results to correct current benefit outlays 
and initiate recovery of overissued benefits, and 

--ascertain if existing Service guidance provides states 
with adequate direction to effectively implement wage 
matching. 

We made our review at Service headquarters in Alexandria, 
Virginia, and at four of its seven regional offices: Mid-Atlantic 
in Robbinsville, New Jersey; Northeast in Burlington, Massa- 
chusetts; Southeast in Atlanta, Georgia; and Southwest in Dallas, 
Texas. The five states we selected for review--Florida, 
Lrouisiana, New Jersey, New York, and Texas --were among the 22 that 
had voluntarily implemented statewide wage matching of their food 
stamp caseloads before the January 1983 legislative milestone. 
The factors used to select the five states included geographic 
dispersion , program size, and potential for differences in wage- 
matching procedures. 

We selected New York and Florida from the Northeast and 
Southeast regions, respectively, and Texas and Louisiana from the 
Southwest Region because those states had issued the most food 
stamp benefits in their respective regions. We selected New 
Jersey for in-depth work in the Mid-Atlantic Region because Serv- 
ice officials regarded its computer wage-matching activity as one 
of the best in the Food Stamp Program. States covered by the four 
regional offices accounted for 60 percent of the food stamp bene- 
fits issued nationwide in fiscal year 1983. The five states we 
visited issued 40 percent of the benefit outlays in those four 
regions and 24 percent of the nationwide benefits for that fiscal 
year. 

We did detailed review work at each state's food stamp agency 
headquarters and at local offices in Jacksonville, St. Petersburg, 
and Tampa Bay, Florida; Baton Rouge, Shreveport, and Metairie, 
Louisiana; Camden, Newark, and Trenton, New Jersey; New York City 
and Rochester, New York; and Dallas, El Paso, and San Antonio, 
Texas. 

Our principal criterion for selecting the 14 local offices 
for detailed case reviews was to select metropolitan areas with 
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the largest caseloads. We used that judgmental factor because a 
major portion of program benefits were issued to recipients in 
urban areas. However, we did not select Houston, Texas, or Miami, 
Florida, the largest project areas in those states, because state 
officials had expressed concern that wage matching in those areas 
might not be representative of the states’ overall efforts because 
of greatly increased caseloads caused by the economic downturn. 

We made our review in accordance with generally accepted 
government auditing standards. We reviewed federal legislation 
and Service regulations and policies relating to wage matching. 
We examined requirements for verifying earnings, establishing and 
collecting claims, and reducing or terminating household benefits 
as well as restoring underissuances to those who should have 
received more benefits. In addition, we discussed headquarters 
officials' involvement in states’ establishment and operation of 
wage-matching systems. We also maintained an awareness to detect 
any potential problems regarding safeguarding the privacy of wage 
information but did not perform any specific steps to verify the 
propriety of states' use of such data. 

We conducted our review between January 1983 and July 1983 
~ and covered wage match activities for the most recently completed 

wage match period. We selected the 3-month time period for which 
each of the local offices would have had sufficient time to com- 
plete actions to resolve potential inaccuracies in participant- 
reported earned income. We identified wage-matching procedures 
used in the 5 states and at the 14 local offices we visited. We 
identified states' procedures for obtaining external wage data, 
including the source and type of information used and the portion 
of the food stamp caseload for which it was acquired. We placed 
specific emphasis on whether recipients with potential unreported 
income were identified through automated comparisons at the state 
headquarters or whether states relied on local offices to identify 
such cases through manual reviews of casefile data. We also exam- 
ined state controls for ensuring that local offices completed 

~ follow-up work. 

At each local office, we identified and evaluated matching 
and follow-up procedures by reviewing a random sample of about 
50 cases from the selected wage match period at each location.2 
We selected the sample cases from state agency lists of external 
wage data referred to local food stamp offices for follow-up 6 to 
12 months before our review to ensure that the local offices had 
enough time to initiate and complete necessary follow-up actions. 
We selected the sample cases from listings containing from 166 
cases (Tampa Bay) to 8,789 (New York City). The sample selection 
was not designed to be statistically projectable. Of the 713 
cases we selected, 146 involved households or families receiving 
AFDC Program benefits as well as food stamp benefits. We also 

2Sampling allowances to compensate for potential problems such as 
missing files resulted in our selecting and reviewing slightly 
more than 50 cases in the first two local offices reviewed. 
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evaluated the follow-up procedures on those AFDC cases to deter- 
mine whether problems being encountered in the Food Stamp Program 
were unique or common to both programs. Thus, while our report 
information is primarily oriented toward the Food Stamp Program, 
we also present information concerning the effectiveness of wage 
matching in the AFDC Program (see pp. 17 and 34). 

We discussed the results of our review of sample cases with 
'local, state, and federal officials. We reviewed any available 
'formal state or local written guidance on wage matching and dis- 
~cussed the adequacy of the data used in the wage-matching process 
land the amount of formal instruction and training necessary to 
prepare staff to effectively process wage matches on program par- 
ticipants. We also discussed the priority that local offices gave 
'to wage matching compared with other program activities. 

We reviewed Agriculture's Office of Inspector General audit 
reports on wage matching as well as other studies and guidelines 
on wage matching written within the past 2 years and held discus- 
sions with the authors, a private consultant, and staff members of 
the President's Council on Integrity and Efficiency. Addition- 
ally # we coordinated our work with Agriculture's Office of 
Inspector General, the Office of Technology Assessment, the 
Congressional Research Service, and the Congressional Budget 
Office. 

We discussed our review results with officials from the five 
states, the Department of Agriculture, and the Department of 
wealth and Human Services. Their comments on our report and our 
responses have been incorporated into the individual chapters as 
appropriate. The full texts of their written comments appear in 
appendixes II through VI. 

Our review was not designed to be statistically representa- 
tive of all the states and regions that operate the Food Stamp 
Program. However, we believe that information on problems that 
states with comparatively more wage-matching experience are having 
oan also help other states improve their wage-matching activities 
and avoid the types of problems discussed in this report. 
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CHAPTER 2 

PROCEDURES FOR IDENTIFYING CASES 

WARRANTING LOCAL OFFICE FOLLOW-UP NEED IMPROVEMENT 

The wage match systems of the five states we reviewed were 
not adequate for comparing wages reported by program participants 
with external wage data. As a result, the systems did not iden- 
tify all potential food stamp overissuances caused by partici- 
pants' not accurately reporting their wages and tended to increase 
rather than ease local offices' workloads for resolving differ- 
ences in income information. Three common problems detracted from 
states' ability to efficiently and effectively identify those 
cases warranting local office follow-up. 

--States' automated systems did not efficiently identify 
participants whose food stamp records showed reported wages 
that differed materially from external data reported by 
employers. 

--States did not request external wage data for members of 
all households who had received benefits during the period 
covered by the wage match. 

--The Service did not establish uniform dollar limits or 
tolerances that would focus follow-up attention on cases 
with significant overissuance potential. 

The overall effect of these problems has been using staff 
resources inefficiently for time-consuming and sometimes unproduc- 
tive wage-matching and follow-up efforts, not identifying poten- 
tial overissuances to some former participants, and allowing some 
potentially large errors to go undetected. 

The Service said that its initial major emphasis had been to 
' ensure that states implement the wage-matching requirement and 
) that little attention had been given to how well the systems were 
~ working. Food stamp officials in the states we reviewed stated 
~ that their wage-matching systems could be more effective, that up- 
I grading their computer wage-matching capability would yield more 

efficient use of local office staff resources, and that Service 
( guidance on issues such as caseload coverage and dollar thresholds 

for initiating local office follow-up would help them improve 
( their systems. 

States used the same system to implement the AFDC wage- 
matching requirement. As a result, many of the same problems 
regarding operational efficiency and effectiveness in identifying 
potentially inaccurate income would also apply to that program. 

6 



BETTER USE OF COMPUTER CAPABILITY COULD 
INCREASE EFFICIENCY OF WAGE MATCHING 

The efficiency and results of states' wage-matching activi- 
ties could be improved if states would make more use of computers 
to compare external wage data with participant-reported earnings 
shown in food stamp casefiles. Four of the five states we 
reviewed relied wholly or partly on local office caseworkers to 
manually compare external wage data with data in individual food 
$tamp casefiles to identify any potential unreported income. 
Three of these four states had computerized data only on partici- 
pants' current earnings and consequently could not conduct auto- 
mated matches of external and casefile earnings data for prior 
months. One of the states had prior months' wage data but did not 
use the data. Although the fifth state used automated matching 
techniques and had a more efficient system than the other states, 
some further improvements in its system could enhance its wage- 
matching efforts. 

Automated procedures can reduce 
follow-up requirements 

The legislation which established the wage-matching require- 
ment did not require that computers be used to compare externally 
reported wage data with participant-reported wage data in food 
stamp records. However, House Report No. 96-788 shows that the 
Congress supported increased automation of states' wage-matching 
operations. A major premise was that automated matching proced- 
ures would facilitate access to wage information compiled either 
by names or social security numbers in computerized files. States 
without sufficient automation would have to compensate by per- 
forming more manual operations just to identify potential unre- 
ported income. 

The Service expected that most states would, to the extent 
possible, automate their comparisons of internal and external wage 
data because enhanced funding for automated systems was made 
available in the 1980 Food Stamp Act amendments. The act provided 

zi 
hat effective October 1, 1980, the Service could increase the 
ederal share of states' cost for planning, designing, developing, 

or installing automated systems from 50 percent to 75 percent. 
$ervice regulations issued in June 1982 require that in order to 
receive increased federal funding, states have to include 

", 
pecific features in their proposed computer systems. In general, 
hese systems must be capable of handling food stamp certification 

and issuance functions, be statewide and integrated with the AFDC 
Program, and be capable of cross-checking for multiple participa- 
tion within the jurisdiction served by the system. 

However, these regulations would not ensure that states' 
upgraded or new computer systems would have the necessary features 
to conduct automated wage matching. The regulations do not 
eequire that systems designed and installed with federal financial 
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assistance have the capability to retain historical casefile 
information such as participants’ reported incomes. As a result, 
the Service has little assurance that states can eliminate the 
time-consuming and often unproductive wage-matching practices 
associated with manually reviewing individual casefiles just to 
find out if there are any income discrepancies. 

State agencies, Service regional offices, and others have 
previously commented on some of the Service’s standards for devel- 
oping new automated systems or improving existing ones. Before 
the final June 1982 regulations were issued, several commenters 
suggested adding a requirement that the new systems be capable of 
retaining all certification and issuance files (which should 
include participants’ reported income) as a condition for 75 per- 
cent federal funding. The Service did not adopt this suggestion. 
It said that its existing regulations required states to retain 
certification and issuance files in hard-copy form, microform, or 
on computer tape and that it believed that those with automated 
systems retained such data either on tape or in microform. The 
five states that we reviewed had participant-reported income and 
other data for the current month automated, but New Jersey was the 
only state that retained participant income data in an automated 
format for prior months. 

Of the states we reviewed, Florida, Louisiana, Texas, and New 
York (except New York City) had wage-matching systems which were 
not automated. These systems simply provided external wage infor- 
mation to local food stamp offices for manual comparison with 
earnings data in program casefiles. A key problem with this type 
of system is the extensive amount of time needed to make such com- 
parisons manually and determine whether there are any differences 
which may indicate potential unreported earnings. Automated 
matching techniques could eliminate the need to spend time making 
manual comparisons in cases where there are no differences or only 
small differences between external and casefile earnings data by 
automatically excluding those from the list of cases needing 
follow-up. 

Typically, the four states that did not have automated wage- 
matching systems listed the names and social security numbers of 
food stamp participants for whom they wanted external wage data 
and gave this list to the state agency that maintained external 
earnings information (the unemployment compensation agency or the 
state department of revenue). That agency then used a computer to 
search earnings records for the listed individuals and supply data 
showing participants’ names, social security numbers, gross quar- 
terly wages, and their employers’ names and addresses. These data 
were returned to the state food stamp agency which, in turn, 
sorted out and distributed the information on each participant 
according to the respective local program office that maintained 
the participant’s food stamp records. The local program offices 
then distributed the information to caseworkers who manually 
examined food stamp files, compared participant-reported wages to 
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wages from the independent source, and decided whether a poten- 
tially erroneous issuance situation meriting further follow-up 
existed. 

In contrast, New Jersey (and also New York City), after 
acquiring external wage data, compared the data by computer with 
automated food stamp casefile wage data to obtain preliminary 
indications of instances where a food stamp recipient may not have 
reported all earned income. The results of that comparison were 
then forwared to local food stamp offices for follow-up. 

Our review of randomly selected cases referred for wage 
comparison and further follow-up by local offices in the five 
states showed that a larger part of the follow-up efforts of case- 
workers was unproductive under a manual system than under an 
automated system. Forty percent of the referrals we reviewed did 
not reveal potential unreported income in Florida, 39 percent in 
Texas, 27 percent in Louisiana, 23 percent in New York, and 19 
percent in New Jersey. (The New York percentage represents both 
manual and automated systems.) However, even under an automated 
matching system, some cases where earnings had been correctly 
reported to food stamp offices were inappropriately flagged for 
follow-up because of other system shortcomings discussed in the 
following section. 

Retention and use of computerized casefile 
earnings data for prior periods is the key 
to efficient automated matching operations 

Retention and use of automated casefile wage data for prior 
months is a key component of an efficient wage-matching system 
because wage data available from external sources are always for 
prior periods. Four of the five state food stamp agencies that we 
reviewed had not retained such information. The fifth state 
(New Jersey) had retained it but used data only for the last month 
of each quarter. Although all five states had food stamp 
participant-reported wage data in their computer files, four of 
them kept only the most recently reported monthly wage data. When 
a change in a household member's income was reported by the 
household or detected by a caseworker in these four states, the 
new data would replace the previous wage information, and older 
data on which previous benefits had been based would be lost from 
the states' automated systems. If states would use computers to 
match participant-reported earnings for the same prior period as 
that covered by the external wage data, the number of cases 
referred to local food stamp offices for follow-up could be 
reduced. Also, a larger percentage of the local follow-up on 
referrals would identify potential unreported income. 

New Jersey had automated records of food stamp participant 
earnings for each prior month but used data only for the last 
month of each quarter when matching with external wage data. Its 
officials elected not to use data for each month. They had 
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expressed concern about the cost of adding historical wage data 
for each of the 3 months before making the automated comparisons 
with external wage data. However, they did not have any cost 
Lnformation that would allow any conclusive decisions regarding 
cost and potential benefits. In June 1984, the Coordinator of New 
Jersey’s Program Integrity Control Section told us that the state 
was planning to study the cost effectiveness of using actual case- 
file data for all 3 months. 

Even so, the New Jersey system seemed to be more efficient 
than those of other states we reviewed because a higher percentage 
of the cases referred for local office follow-up were confirmed as 
containing income errors. We believe that even more efficient 
matching results could have been obtained if New Jersey had made 
full use of its historical wage data. Instead , its system multi- 
plied by three the cakefile income for the last month of the match 
period and used that figure for comparison with the external data. 

To illustrate, if a wage match was conducted on first quarter 
1983 earnings and food stamp records indicated that a participant 
deported earning $200 ih January, $200 in February, and $500 in 
March, the matching system would ignore the earnings reported for 
the first 2 months. Instead, it was designated to multiply earn- 
ings for the last month of each quarter by three and come up with 
quarterly flcasefilen income. In this instance, the system would 
calculate quarterly income of $1,500 even though the participant 
had actually reported only $900. As a result, the amount of 
participant-reported earnings used for matching with quarterly 
external data would be accurate only when the participant-reported 
wages for the last month of a quarter were substantially the same 
as for the first 2 months of the quarter. In the absence of other 
complementing verification, such a system would allow participants 
to underreport income for the first 2 months of each quarter with 
minimal risk of detection through the matching process. 

We examined casefile and external wage data for 160 partici- 

P 
ants that New Jersey’s wage match system had identified for 

follow-up action. We found that the wage data for 30 participants 
~( 19 percent) did not reveal any potential unreported income. 
Based on our analysis, if the state’s system had made full use of 
hits automated casefile data on prior reported earnings for all 
months of the match period, 22 of the 30 individuals could have 
been deleted from the follow-up list. Thus, New Jersey, which 
‘already had the most efficient follow-up system of the states we 
‘reviewed, could further reduce its follow-up efforts through 
better use of its wage data. New Jersey food stamp officials told 
us that they recognized the inefficiencies caused by their calcu- 
lations of participant-reported earnings data for a quarter but 
did not have any immediate plans for making system changes. They 
told us that they believed that using actual quarterly earnings 
data from their automated food stamp casefiles would not be cost 
effective because of the additional computer cost to combine food 
stamp earnings data for the 3 months. They recognized that such 
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an improvement could reduce follow-up time and effort but did not 
know by how much. We believe such system refinements could result 
in sizable reductions in the number of cases referred for follow- 
up action which do not reveal any unreported earned income. 

New York City’s wage-matching system compared wages by com- 
puter but did not have prior period earnings data for food stamp 
participants. Under the city’s system, wage data received quar- 
terly from the state department of revenue were compared with an 
gmount computed on the basis of the most recent participant- 
reported income shown in food stamp records. The city’s proce- 
dures called for multiplying by three the most current 
participant-reported monthly earnings and comparing that total to 
the state quarterly wage data for the match period. This approach 
did not ensure an accurate wage match because the city’s external 
wage data were 7 to 9 months old when the data were obtained for 
match purposes and participants’ earning status could have changed 
during that time. 

New York City’s approach would be reliable only if there had 
been little or no change in participants’ earnings since the cal- 
endar quarter for which external data had been acquired. Accord- 
hly, such a process can result in cases being referred for 
follow-up even though participant earnings have been correctly 
reported to food stamp offices. Conversely, such a process can 
result in overlooking cases that involve unreported earnings. To 
t llustrate, assume that state wage data showed that a participant 
earned $3,000 during April through June of 1983 and that food 
stamp automated casefiles showed that current (December 1983) 
monthly earnings were $800. The matching system would generate a 
quarterly income of $2,400 for the participant and compare that 
amount with an external quarterly earnings amount of $3,000. 
While the difference could indicate that the participant may have 
unreported earnings, it also could represent a change (reduction) 
in earnings in the intervening 6 months, and valuable resources 
could be spent following up on a participant whose reported income 
for food stamp purposes might be correct. The same could be true 
if the calculated quarterly income based on current earnings had 
een $3,000 and external wage data showed earnings of $2,400. 

$ hat might initially appear to be overreported earnings might 
simply be the result of an increase in participant earnings during 
the intervening period. 

Matching wages by computer and maximizing the efficiency of 
subsequent follow-up by local offices would require states to 
retain prior earnings data on food stamp participants and create a 
historical wage file. This could be done either by retaining the 
information on their existing computer systems or by copying the 
information monthly and retaining it on magnetic tape or another 
computer-accessible document for use in quarterly matching opera- 
tions. Total earnings data for 3 months could be added and used 
to provide a reliable base for comparison with quarterly external 
wage data. 
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Food stamp officials in the other three states we reviewed 
agreed that a computerized sy::tem using historical earnings infor- 
mation would be more efficient than their current procedures. 
Florida, Louisiana, and Texas food stamp officials told us that 
they u~err? planning to upgrade their automatecl capabililty by 
creating and maintaining an automated File of recipients' prior 
report& earnings. In June 1984, Texas indicated that it had 
updated its computer capability to match external wage data with 
interrlally reported income and that it expected to obtain the 
first results in July 1984. 

In Florida, the Au'litor General had created a separate his- 
torical file containing monthly wage data reported by food stalnp 
and AFDC participants, other data used in calculating monthly Fa>o'l 
stamp and AFDC benefits, and each household's monthly benefits for 
both programs. Officials of this oFEice had also developed a com- 
puter program to use these data and other wage data from an inde- 
pendent source to compute potential food stalnp overissuances and 
W'DC overpayments resulting from unreported income. Results from 
this coinputer match were ranked according to the size of the 
potential overpayment and were provided to field investigators for 
follow-up action as part of the state's overall audit program. 

According to an official in Florida's Auditor General's 
~ office who is responsible for updating and maintaining this his- 

torical wage file, the quarterly cost is about $6,000 for food 
stalnp Eiles and $3,300 for AFDC files. In addition, it costs 
about $3,900 for each computer match comparing the historical waqe 
data for these programs with wage dat,l o:>tained from external 
sources. The Florida food stamp agency did not have information 
on the specific costs of its existing computer-assisted operations 
because such costs were included in the $8,000 quarterly cost of a 
current combined matching system which included wage matching, 
unemployment compensation matching, and other types of matches. 

Auditor General officials told us that their system allowed 
~ much 'nore cost-effective use of staff resources because it elimi- 
~ nated costs that would be associated with follow-up actions on 

large numbers of cases in which there were no differences between 
participant-reported and employer-reported wage data. 

At the time OE our review, officials from Florida's food 
~ stamp office and the state Auditor General’s office were discus- 

sing the possibility of using the Auditor General's files and pro- 
cedures for conlucting food stamp wage matches. State food s tixnp 
officials stated that the Auditor General's computerized wage- 
matching fornat would be more efficient than their cllrrent wage- 
matching procedures and had requested Service approval to use it 
to rcleet the Food Stamp Program's wage-matching Cequirements. The 
Service provided tentative approval of this proposal in March 
1984. 
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Texas and Louisiana were studying ways to increase their 
automated capability by building and maintaining an automated file 
of participants' prior reported earnings for use in computer wage 
matching. The food stamp officials in these states said that they 
had not yet established criteria on the types and amounts of data 
to be retained in the historical wage files. 

CASELOAD COVERAGE AND DOLLAR TOLERANCE 
CRITERIA FOR FOLLOW-UP WORK MERIT ATTENTION 

Other wage-matching aspects which the Service needs to 
address include the coverage of matching operations and criteria 
(dollar value) for identified wage differences. Four of the five 
states we reviewed did not carry out matching operations on par- 
ticipants who had received food stamp benefits during the match 
period unless they also were currently receiving benefits. In 
addition, states had established varying procedures and limits for 
deciding whether an identified amount of potential unreported 
Income was large enough to merit follow-up to verify the accuracy 
of participant-reported income. 

Matching coverage should include 
all former participants 

Texas was the only state of the five we reviewed that 
obtained external wage data for all current recipients as well as 
for all those who had received benefits during the wage match 
period. The other four states focused on their current caseloads. 

New York State food stamp officials said that they omitted 
,former participants from wage-matching coverage because the pri- 
vacy provisions in state law prohibited them from using state tax 
data for wage-matching purposes if the individuals were no longer 
receiving benefits. Florida and Louisiana excluded former partic- 
ipants because their systems were designed to obtain wage data 
only on current participants who were scheduled for recertifica- 
tion of benefits. New Jersey's policy was to obtain external wage 
data only for current participants who also had received benefits 
during the period covered by the external wage data. As a result, 
the Florida, Louisiana, New Jersey, and New York systems did not 
obtain external wage data for all members of households that had 
received benefits during wage match periods. 

I Food stamp regulations are silent as to who should be covered 
by wage matching. We understand states' emphasis on their current 
recipients and believe that their priority on preventing further 
overissuances is well founded. However, the regulations require 
$tates to establish claims and pursue collections on any identi- 
fied overissuance. We believe that wage matching is ideally 
suited to detecting overissuances not only to current participants 
but also to former recipients, especially those who were receiving 
benefits during the periods covered by the wage match. 
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Matching for former participants may be almost as important 
as for current participants, especially in the Food Stamp Program 
where participants tend to stay on the rolls for shorter periods 
than in the AFDC Program. This factor, combined with the use of 
external wage data that are usually at least 6 months old and the 
exclusion of former participants, could result in a state’s 
missing substantial potential overissuances. While the actual 
length of time a participant could obtain benefits without being 
subject to wage matching could vary from state to state, in New 
Jersey, which was using wage data that were 6 months old, an 
individual could conceivably have received benefits for 8 months 
without being subject to wage matching. For example, external 
wage data for the quarter ended December 1982 were requested in 
June 1983 and would have covered participants who were on the 
rolls in that month and who also received benefits during the 
period October to December 1982. Consequently, a person who 
started receiving benefits in October 1982 but who left the 
program by May 1983 could have received as much as 8 months of 
benefits but would not have been included in any of the state’s 
wage matching. 

Although none of the four states that excluded former partic- 
ipants had data on how many had dropped out of the program without 
being subject to wage matching, we found some indication that a 
substantial amount of unreported income might be involved. In 
Texas, the state agency requested wage data from the unemployment 
compensation office for participants who received food stamp bene- 
fits during the match period regardless of whether they were cur- 
rently receiving benefits. Sixty-eight cases, about 58 percent of 
the 118 randomly selected wage match cases we reviewed at two 
local program offices, were for households that were no longer 
receiving food stamp benefits. Potential wage differences existed 
for 42 of the 68 cases. These 42 cases accounted for about 
$59,000 in potentially unreported income, an average of about 
$1,413 per case. The $59,000 was about 70 percent of the total 
potential unreported income identified in the 118 cases. 

Excluding former participants from wage matching prevents 
verification of whether previous benefits issued them were cor- 
rect. This in turn prevents establishment of any claims that may 
be appropriate. Moreover, if individuals who had inaccurately 
reported their incomes subsequently reapply for food stamp bene- 
fits, local program offices would have no knowledge of any prior 
overissuances the individuals had received and would have no basis 
for taking steps to recover such amounts. 

Uniform dollar limits should be developed 
for initiating tallow-up action 

It would not be practical for states to perform detailed 
follow-up work on any potential income error identifiable through 
wage matching. Some amounts like $5 or $10 would, in all likeli- 
hood, cost more in administrative effort than could possibly be 
recovered by completing all of the detailed follow-up steps. 
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Existing Service regulations recognize the concept of establishing 
minimum dollar thresholds for taking action in the program. For 
example, food stamp regulations specify that participants must 
report any changes in income of $25 or more a month. However, the 
Service has not established any dollar criteria as to what amount 
of wage match difference warrants state or local office follow-up 
action. In the absence of Service guidance, Florida, Louisiana, 
and Texas officials adopted the same $25-a-month threshold estab- 
lished for participant-reported income changes and have opted to 
follow up on wage match differences of $75 or more a quarter. New 
Jersey officials adopted a threshold of $100 a quarter. 

New York did not establish a dollar threshold but forwarded 
for local follow-up any new wage-earning participants and any 
other participants for whom external wage data for the most recent 
two quarters showed an increase in earnings of 20 percent or more. 
Under such an approach, however, cumulatively large increases in 
externally reported earnings might not be identified for follow- 
up* More importantly, increases in external earnings data might 
not have any relationship to the participant-reported earnings on 

~ which current benefits are based. 

For example, if a household had reported earned income of 
$400 per month when applying for food stamp benefits, the local 
office should have verified that earned income amount before issu- 
ing any benefits. Under New York's wage-matching system, the 
household would have been designated for automatic local office 
follow-up for the first wage match period for which it had 

~ received benefits and annually thereafter. The local office would 
not compare the external wage data with casefile information for 
intermediate quarters unless the state match showed at least a 20- 
percent increase in earnings since the prior quarterly match 
period.' If household income had increased by 15 percent during 
the second and third quarters, and the household had not reported 
the changes to the local food stamp office, monthly income could 
be about $530 by the end of the third quarter. Because the state 
system would not trigger any requests for local follow-up for such 
cases, overpayments could continue and there would be no way of 
knowing whether claims should be established to recover overpay- 
ments unless the correct information was discovered by some other 
method, such as during a routine recertification to determine 
eligibility for continued benefits. 

Generally, state food stamp officials whom we interviewed 
i said they were concerned that follow-up actions be cost effective, 
~ but they did not have cost and benefit information which could be 

used to establish dollar criteria for pursuing wage differences 
identified in their wage-matching systems. The officials said 

1~s we reported earlier, New York compared information from the 
most recent external wage match with that obtained for the 
previous period. 
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that the Service should establish such tolerances for use in pin- 
pointing cases that merit follow-up. We believe that such guid- 
ance would be desirable to prevent relatively large income errors 
from going unnoticed. 

THE SERVICE SHOULD PROVIDE 
MORE GUIDANCE FOR IMPLEMENTING 
WAGE MATCH SYSTEMS 

The Service said that its primary concern had been to ensure 
that all states met the implementation date and other criteria 
required by law and that how well states were implementing the 
requirement should be a later concern. 

Service regulations generally reiterated the legislative 
requirements for wage matching regarding such matters as data 
sources, implementation dates, match intervals, and required use 
of the data. However, neither the regulations nor other published 
material provided needed guidance on what should be considered in 
developing a good matching system. For example, there was no 
specific guidance regarding the matters discussed in this chapter, 
such as (1) automated matching of wages, (2) caseload coverage, or 
(3) dollar tolerances for initiating wage match follow-up. 

Food stamp officials in the states we reviewed told us that 
they recognized that their wage-matching systems could be 
improved, that upgrading their computer wage-matching capability 
would yield more efficient use of local office staff resources, 
and that Service guidance would be helpful. On the basis of on 

#our work, we believe that the Service should provide additional 
#guidance in the areas of automating comparisons of external and 
casefile earned income data, the households that should be in- 
cluded in the recurring matches, and potential income errors 
requiring local office follow-up. 

The Service’s Deputy Administrator for Family Nutrition Pro- 
grams agreed that state wage-matching systems could be improved 
and said that after states have started matching operations, the 
Service will be able to focus on the efficiency and effectiveness 
of the systems. He said that the next item on the Service's wage- 
matching agenda is to develop guidance on what practices would 
yield effective matching operations. However, he said that the 
Service will continue its policy of allowing states maximum flexi- 
bility because of their varying capabilities for carrying out this 
function. He told us that the Service would welcome the opportun- 
ity to draw on the hands-on experience of the Department’s 
Inspector General and other federal agencies (such as the Depart- 
ment of Health and Human Services) with prior wage-matching exper- 
ience. One Service official said that the President’s Council on 
Integrity and Efficiency had given much attention to wage matching 
and should be a prime source of technical assistance. 
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The Department's Inspector General has strongly supported 
wage matching and over the past 3 years has conducted various 
local and statewide wage matches on food stamp participants. In 
July 1982, the Office of Inspector General told the Service that 
it believed that the Food Stamp Program's wage-matching regula- 
tions needed revision to clearly spell out how states that were 
not computerized or only partially computerized would accomplish 
wage matching. 

States could also obtain helpful information from other state 
:agencies that are already implementing more sophisticated matching 
#techniques. For example, an official of the Florida Auditor 
:General's office who is responsible for the computer wage matching 
'being done by that office said Florida would share its computer 
programs and practical experience to assist other states in 
designing efficient systems. 

STATES USE THE SAME WAGE-MATCHING 
SYSTEM FOR THE AFDC PROGRAM 

The states we reviewed used the same wage-matching system to 
meet the wage-matching requirements for both the Food Stamp and 
AFDC Programs. Consequently, the efficiency problems states 
encountered in conducting food stamp wage matches were also expe- 
~rienced in performing AFDC wage matches. States relied heavily on 
local office caseworkers to manually compare external wage data to 
participant-reported income in AFDC case records. States were not 
obtaining wage data for matching on former AFDC participants who 
Mere receiving benefits during the wage match period. Because 
states were using one system to perform wage matches, any improve- 
ments made to enhance the effectiveness of the system should bene- 
fit both programs. Also, since the systems serve both programs, 
the agencies that administer the Food Stamp and AFDC Programs 
should coordinate their efforts to address problems in performing 
wage matches. According to the Service's latest food stamp 
household characteristics survey, in August 1982 nearly 42 percent 
of all food stamp households also received benefits under the AFDC 
Program. 

ONCLUSIONS 

The wage-matching systems being used by the five states we 
Ireviewed could be made more effective and efficient through 
Jgreater use of automated procedures, broader program coverage, and 
use of effective tolerances in pursuing wage differences. Active 
federal involvement in guiding and assisting states to improve 
their matching systems would benefit not only the Food Stamp 
~Program but also the AFDC Program-- both of which used essentially 
Ithe same matching systems in the states we reviewed. The Agricul- 
'ture Department's Office of Inspector General could be of assist- 
ance to the Service in developing improvements to states' current 
matching systems. 
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NECOMMENDATIONS TO THE 
SECRETARY OF AGRICULTURE 

We recommend that the Secretary direct the Administrator of 
the Food and Nutrition Service to: 

--Issue policy guidance to improve the efficiency of states' 
wage-matching systems for identifying and referring for 
follow-up specific cases involving potential overpayments. 
This initiative should describe the most efficient auto- 
mated methods for identifying those participants who may 
not have reported all their earned income; require states 
to obtain and compare earned income information for all 
households that received benefits during the period for 
which external wage data is being obtained; and establish 
dollar criteria on the amounts of potential income errors 
which require local office follow-up. In doing this the 
Service should work cooperatively with the Department of 
Health and Human Services whose Office of Family Assistance 
administers the AFDC Program. The Service also should 
solicit assistance from both Departments' Offices of 
Inspector General and from state agencies that have experi- 
ence with effective wage-matching techniques. 

--Modify Service regulations concerning increased federal 
participation in states' cost to develop, install new, or 
upgrade existing computer systems to require that states' 
systems retain historical data on participant-reported 
earnings. This should enable states to carry out automated 
matching in a way designed to make the most effective and 
efficient use of local offices' staff resources in follow- 
ing up on potential income errors identified through wage 
matching. 

--Work with states which already have computer capability to 
establish and implement systems to conduct automated com- 
parisons of external and participant-reported wage informa- 
tion for the same calendar period. 

AGENCY COMMENTS AND OUR EVALUATION 

Department of Agriculture 

Agriculture agreed that the effectiveness of states' wage 
matching could be improved and said that it was now focusing on 
the efficiency and effectiveness of state systems. (See app. II.) 
It also said that our report was constructive and informative and 
that it would be helpful in the Department's efforts to pursue 
refinements to current wage-matching activities. 

Agriculture said that as it carried out its efforts to 
increase the efficiency and effectiveness of states' wage-matching 
systems, it would continue to allow states maximum flexibility in 
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this area of food stamp operations. It noted that states had 
recently improved their matching operations and cited advances in 
computer development, knowledge of prioritization techniques, and 
follow-up strategies. It pointed out that various states have 
different problems in implementing the wage-matching requirement 
and said that they need administrative freedom for solving these 
diverse problems, establishing priorities, and assigning 
resources. 

We recognize that states have varying capabilities and 
resources for conducting and completing wage matches and that 
flexibility is needed to address the varying problems they face. 
We believe that implementation of our recommendations would enable 
more efficient use of state resources and concurrently greatly 
improve states' wage-matching efforts, while providing flexibility 
to address the varying problems states face. 

Certain components of an efficient wage-matching system such 
as computer capability, retention of automated casefile earnings 
data, coverage of all former participants, and uniform dollar 
limits for initiating follow-up are essential in maximizing the 
intended impact of wage matching. To help states carry out the 
wage-matching process more efficiently, the Service should issue 
policy guidance on the most appropriate and effective wage- 
matching steps that would be applicable both to states that have 
and do not have computer capability. The Service should point out 
to states which either do not have or are not fully using their 
computer capability that the efficiency and results of their wage- 
matching activities could be improved if they would use, or more 
effectively use, computers to compare external wage data to 
participant-reported earnings recorded in food stamp casefiles. 

Department of Health and Human Services 

HHS supported all of our recommendations and noted that it 
had taken specific steps to improve states' wage-matching activi- 
ties in the AFDC Program. (See app. III.) HHS said that it had 
anticipated the need to monitor state compliance and provide guid- 
ance on wage-matching activities. Accordingly, it had issued a 
review guide which it said its regional offices were using to 
evaluate states' use of wage and benefit data. 

This guide, which provides HHS dn approach for identifying 
and assessing weaknesses in states' wage match operations, is a 
necessary step for monitoring and improving states' matching 
efforts. In developing the review guide, HHS focused on some of 
the basic elements of an effective wage-matching system. However, 
HHS acknowledged that it needed to develop definitive guidelines 
for states regarding the application and use of the data, both for 
automated and manual techniques. The Department said it planned 
to examine ways to develop such guidelines. It also planned to 
continue its ongoing discussions with Agriculture staff on the use 
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of standardized formats for computerized matches and on the devel- 
opment of food stamp regulations. We share HHS' belief that 
states need definitive wage-matching guidelines and endorse such a 
joint effort between HHS and Agriculture to develop such guide- 
lines. We believe that such a cooperative effort is a necessary 
step for achieving more efficient and effective state wage- 
matching practices. 

State agency comments 

The five states covered by the review generally agreed with 
all of our overall conclusions and recommendations. Florida, New 
York, and Texas submitted written comments (see apps. IV, V, and 
VI) and New Jersey and Louisiana provided oral comments. 
Louisiana officials told us that they agreed with the substance of 
our report. Florida and Texas were proponents of the need for 
additional automation of wage-matching operations. Florida said 
that our report corroborated the use of an exception-based wage- 
matching system, an approach it anticipates taking in October 
1984. The state believed that enhancing automation of wage 
matching would minimize the manual effort required to identify 
potential overpayments and improve the overall efficiency of local 
food stamp offices. Similarly, Texas told us that its upgraded 
capability would allow state eligibility determination workers to 

,do a better job of follow-up on potential unreported income sur- 
'faced through wage matching. 

New Jersey told us that it was planning to study the cost and 
'benefits associated with using participant-reported wage data for 
all 3 months of an earnings period. As noted in the example on 
page 10, the state's current wage-matching system could allow 
participants to underreport income for the first 2 months of each 
quarter with minimum risk of detection. We believe that such a 
study is warranted and that the effectiveness of New Jersey's 
wage-matching operation would be improved if employer-reported 
earnings were compared to actual participant-reported income for 
the same period. 

New York said it had considered modifying its wage-matching 
system to conduct an automated comparison of employer-reported 
wage data with food stamp budget data for the same period. The 
state indicated that it placed a higher priority on developing the 
use of wage matching as a front-end eligibility tool, thereby 
emphasizing cost avoidance rather than after-the-fact adjustments. 
We agree with New York that external wage data can be effectively 
used as a tool for verifying applicant-provided data before any 
benefits are issued. However, because external data are normally 
at least 6 months old, the data are at best an indication of 
whether a household member was previously employed. Thus, further 
follow-up would be required to verify current employment and 
earnings. We believe that such initial wage-screening initiatives 
are valuable and necessary, but we also continue to believe that 
wage matching is an invaluable tool for detecting any unreported 
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changes that may have t?ken place ;L'IC~ the i~o~sehold was origi- 
nally determined eligible for benefits. Such initiatives are 
needed to detect whether households received more benefits than 
they were e‘ligible for and to prevent any potential ongoing 
overissuances. 
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CHAPTER 3 

BENEFITS OF WAGE MATCHING NOT FULLY ACHIEVED 

Wage matching can be an effective method for lmprovlnd the 
integrity of needs-based programs such as the Food Stamp Program 
and the AFDC Proyram. However, much of the benefits of wage 
matching were not achieved in the five states we reviewed. A 
major reason was that the local offices frequently did not take 
appropriate steps in comparing the external wage data made avail- 
able to them with earnings data in program casefiles and following 
up on differences. As a result, the local offices did not iden- 
tify significant amounts of potential unreported earnings, deter- 
mine the correct amounts, and use the results to adjust current 
participants' benefits and establish claims for prior period 
overissuances. 

These problems were attributable to several interrelated 
factors. As discussed in chapter 2, four of the five states did 
not use automated systems to match the two sets of wage data and 
flag for follow-up the cases likely to Involve unreported earn- 
ings. Consequently, these states' wage-matching systems intensi- 
,fied time demands on caseworkers. At most local offices in these 
#states, caseworkers who were primarily responsible for basic pro- 
yram eligibility determinations also were responsible for manually 
matching wages on a case-by-case basis and following up on the 
#results to resolve identified differences. Because these wage- 
:matching duties were very time-consuming and generally had lower 
priority than reyular eligibility determination and redetermina- 
tion duties, they often were not done or were not done timely and 
correctly. More effective monitoring of local follow-up work 
could have brought these problems to state agency headquarters 
attention for corrective actions. Additionally, caseworkers had 
not received adequate training and guidance on how to perform the 
necessary follow-up casework and had not been apprised of perform- 
ance expectations for completing wage-matching operations and the 
related claims and benefit-adjustment actions. 

We reviewed 713 food stamp cases randomly selected from waye 
~match listinys forwarded to the local offices for follow-up by the 
ifive states. For the 3 months covered by the wage matches, the 
'data showed potential unreported earnings of about $404,000 for 
waye earners in 446 (63 percent) of the cases. The potential 

$nreported earninys ranged from about $80 to $6,000 per case. We 
ifound that the local offices correctly followed up on only 45 of 
'these cases. Local offices either did not follow up on the 
'remaining 401 cases or the follow-up was not done properly. As a 
result, current benefits could not be adjusted or a claim estab- 
lashed, as appropriate. Local office actions on these cases are 
shown in the following chart and discussed in subsequent sections 
of this chapter. 
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Results of Follow4p ActIons on the 446 Wage Match Cares a 

Claims not ntablkhad Claims not ntablkhad I 

WIT diffwmtcr WIT diffwmtcr 
betwm datr betwm datr 

sn”rc” not rnolved sn”rc” not rnolved 

fully roolvod fully roolvod 

No actton Ukm No actton Ukm 

Erron in comprrin# Erron in comprrin# 

I 
Thrr of the twut hd two r.“o”s why they WIT. not followed up eorractly and .r. 
Included in mow than ona utqory 

We found that 146 of the 446 food stamp participant house- 
holds with potential earned income errors also had received AFDC 
Program benefits based on potentially unreported earned income. 
The potential unreported income for the 94 cases which were not 
handled properly was about $78,000 for the 3 months covered by the 
wage match. (Additional information on the results of our analy- 
sis of AFDC Program wage matching can be found on pages 29 and 
30.) 

SOME WAGE MATCH CASES WERE 
PROPERLY AND FULLY RESOLVED 

Making the most effective use of external wage data requires 
establishing and carrying out the appropriate steps to determine 
whether participants reported income accurately. If errors are 
found, the wage-matching and confirmation work must be followed by 
action to adjust eligibility and current monthly benefits and 
establish claims for previous overpayments. Service regulations 
require states to use external wage data for these purposes but do 
not instruct them how to perform these functions. Instead, the 
Service believed states should develop their own follow-up proce- 
dures. Accordingly, it required states to develop follow-up pro- 
cedures and corrective action requirements, including time frames 
within which action should be taken on the wage data obtained from 
the external sources. 
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The following is a general description of procedures that 
state headquarters and local food stamp agency staff need to 
follow to make the most effective use of earned income data 
obtained from external sources. As we discuss later in this 
report, not all states we reviewed established such procedures 
formally. However, for those cases involving potential unreported 
income which we found to be handled correctly, state and local 
officials had completed these or similar steps in order to verify 
fiarticipant income, to adjust current benefits, and to establish 
claims, as appropriate. 

After receiving wage information from an external source, 
food stamp agency headquarters in states not having a fully auto- 
mated matching system prepared and sent to their local offices a 
separate document for each wage-earning participant for whom 
matching and follow-up action was required. A control listing of 
the documents for individual cases also was sent. The individual 
documents contained the wage earner’s name and social security 
number as shown on food stamp records and the quarterly earnings 
and employer name from the external wage data source. New Jersey, 
a state that had automated (computer) matching of external and 
casefile earnings data, did not forward for action by local food 
stamp offices any comparisons showing small or no differences 
between external data and casefile earnings. This sharply reduced 
the number of wage-earning participants for whom follow-up action 
would be needed. (See p. 8 for a discussion of how states iden- 
tified cases needing follow-up action by local offices.) 

Depending on local office organization, documents on cases 
requiring matching and/or follow-up were sent either to the case- 
workers normally responsible for handling eligibility determina- 
tions for those cases, or to a special unit designated to handle 
wage match cases. Subsequent steps included reviewing casefiles 
to match the external wage data with participant-reported earnings 
shown in the casef iles. This comparison should establish whether 
(1) the wage earners had been members of participating households 
that received benefits during the match period, (2) names and 
social security numbers were the same on both casefile and exter- 
nal wage records, (3) participant-reported earnings differed from 
the external wage data by more than specified dollar amounts, and 
1(4) the indicated wage differences would have affected benefit 
!levels. 

Any material differences disclosed through comparisons of 
kxternal wage data sources and casefile data are treated as poten- 
‘tial *I h i t s ” which require additional documentation before taking 
any action to adjust household benefits or attempting to recover 
prior benefits. This is because the external sources may not 
always accurately reflect actual household income. Therefore, 
local officials must confirm any potentially inaccurate reported 
income by obtaining additional documentation from the employer or 
household, as appropriate. One example would be to require the 
participant household to provide appropriate documentation, such 
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as wage slips, or by obtaining information directly from the 
employer on the participant's earnings for the match period and 
any previous or subsequent months that the individual received 
benefits. If the confirmation steps showed that the household did 
not accurately report household earned income, the follow-up 
process was to be completed by calculating the total overissuance, 
setting up a claim, and adjusting current benefits as necessary to 
prevent any additional overissuances.l 

Of the 446 cases we tested involving potentially unreported 
earnings, local food stamp offices in the five states had cor- 
rectly followed up on 45 (10 percent). For nine of these cases, 
participant-reported earnings and benefit issuances were found to 
be correct. These nine cases had initially appeared to involve 
potential unreported income because of fluctuating monthly earn- 
ings or errors in the external wage data used for matching. 
Claims totaling about $14,930 were established for the other 36 
cases. Individual claims varied from $30 to $3,040 with the aver- 
age claim per case being about $415. In 19 of these cases, cur- 
rent benefits also were reduced. The other 17 cases did not 
require benefit adjustments because current wages had been accu- 
rately reported or the household had dropped out of the program. 

NO ACTION OR INAPPROPRIATE 
ACTION TAKEN ON MOST CASES 

Of the 446 cases involving potential unreported earnings, 9 
of every 10 cases were not handled properly so that current 
benefits could be adjusted or claims established, as appropriate. 
The problems ranged from taking no follow-up action to taking 
appropriate follow-up action but not using the results to estab- 
lish claims after all the necessary wage confirmation work had 
been completed. In other instances, caseworkers made improper 
wage data comparisons or computations, or properly established 
that there was a difference between casefile and external earnings 
data but then did not confirm with the household or the employer 
which earnings figure was correct. 

Although these problems limited the benefits of wage matching 
and resulted in wasted time, effort, and cost, the states did not 
have effective systems to identify such shortcomings for remedial 
attention. State and local program officials attributed the weak- 
nesses to inadequate staff resources and the lack of clear guid- 
ance and training on how to use wage match data. 

'Service regulations require state agencies to establish a claim 
against any household that receives more food stamp benefits than 
it is entitled to receive. 
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No action taken 

States did not do any follow-up work for 90 (20 percent) of 
the 446 cases. Consequently, any overissued benefits associated 
'with these cases were undetected and, except for our work, could 
have continued so unless detected during a subsequent wage match 
'or through other program operations such as routine recertifica- 
tion.2 The average unreported quarterly income for each of these 
cases was about $960 and ranged from $100 to $5,420. 

Nearly all the cases that were not followed up were at four 
local offices --two in Texas, one in Florida, and one in New York. 
These four offices assigned wage match follow-up work to case- 
workers to handle in addition to their primary duties of making 
eligibility determinations. Because the matching systems under 
which these offices operated did not screen out by computer cases 
involving no wage differences or differences within established 
tolerances, caseworkers were faced with the time-consuming task of 
checking casefile information on large numbers of participant wage 
earners just to match the two sets of wage data to find out if 
there might be unreported earnings. 

Caseworkers at each of these offices explained that because 
Icurrent eligibility determinations were their first priority, they 
could work only on wage matches of income reported for prior 
periods as time permitted. They said that if they were unable to 
complete work on the wage data for a particular quarter by the 
time the next quarter's wage data arrived, work on the older data 
was discontinued and available follow-up time was concentrated on 
the newer wage data. Their supervisors said that wage-matching 
work was a secondary responsibility and that work on wage match 
data would continue to lag as long as caseworkers had a heavy 
eligibility determination workload. According to Texas' Commis- 
sioner of Human Resources, their new computer capability should 

iallow local offices to do a much better job of following up wage 
(match cases. 

‘Errors in comparing external wage data with 
participant-reported data in food stamp flies 

The first step in working with external wage data is to com- 
pare it with casefile data for the same time frame to see if there 
are any differences in employer names or reported earnings. Food 
stamp workers did not do this properly for 169 (37 percent) of the 
446 cases. Among the types of errors made were comparing employer 
names but not earnings amounts, comparing wage data for different 
time periods, and making computational or other errors. Because 

---- 

2These are periodic evaluations of participants' financial and 
other applicable circumstances to determine if the household is 
still eligible for benefits and, if so, to adjust the current 
monthly benefit, if appropriate. 
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of the mistakes in processing these 169 cases, potential 
unreported quarterly earnings of about $142,000 averaging $840 a 
case were missed. The amounts ranged from $80 to $4,830 per case. 

Waqes not compared 

Although comparing employer names can help show whether earn- 
inys from all employers were reported by participants, it is 
essential that the wage amounts be compared and differences 
identified for follow-up. For 45 of the 169 cases, caseworkers 
did not compare wage amounts listed on waye match documents to 
those in the casefiles; instead, they compared only the names of 
the employers. If the employer names were the same, the case- 
workers assumed the wages were correctly reported by the partici- 
pant and went no further. 

In one case, for example, the wage match document showed that 
the participant had earned $4,295. The caseworker checked to see 
Ghat the employer's name on the match document was the same as in 
the food stamp casefile and concluded that the participant- 
reported earnings were correct. Our review of the food stamp 
oasefile showed that the participant had reported only $1,305 in 
wayes from that employer--a difference of $2,990. 

Earninqs compared for different time periods 

In 29 of the 169 cases, caseworkers did not compare external 
wage data to casefile wage data for the same time periods. 
Although data on participant-reported earnings for the 3-month 

E! 
atch period were available in the casefile, caseworkers compared 
xternal wage data with other inappropriate information, such as 

*participant-reported earnings applicable to more recent periods or 
external wage data covering earlier periods. 

For example, a caseworker missed discovering potential unre- 
uorted quarterly earnings of $2,015 by comparing the earnings 

j 

mount on the wage match document with earnings information more 
ecently reported by the participant. Follow-up action was 
toyped and the case was considered correct because the earnings 

dmounts were similar. However, our examination of casefile data 
dhowed that the participant reported no wayes for the 3-month 
deriod covered by the external wage data. In another case where 
the most recent external wage match document showed $2,090 in 
4ages I the caseworker compared that amount with an amount shown on 
iJn external waye match document received in a previous calendar 
quarter, instead of with participant-reported information in the 
food stamp casefile. If the proper comparison had been made, it 
would have shown that this participant had reported no earninys 
for the most recent 3-month wage match period. 
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Incorrect computations and other errors 

Other kinds of errors were also made and led to missing po- 
tential unreported income for 95 of the 169 cases. The nature of 
these errors showed a need for more attention to the step-by-step 
elements of wage matching. 

Accurate comparisons of participant-reported earnings with 
external earnings data (usually for a calendar quarter) require 
that the caseworker determine from casefile application data, or 
from subsequently reported changes, the earnings applicable to 
each month covered by the wage match and then add the monthly 
amounts to get a quarterly figure. We found nine cases (2 
percent) in which income data in the casefile had not been added 
correctly. 

In nine other cases, we found that the caseworker had erred 
in concluding that the wage earner had not been receiving benefits 
during the match period. This type of error can result in major 
program losses. The average potential unreported income for these 
nine cases was $1,030 ranging from $100 to $1,800. 

Sixteen cases (4 percent) were dropped from further consider- 
ation because caseworkers decided that the difference between 
external wage data and casefile earnings amounts was not large 
enough to pursue. We recognize that there are certain levels 
below which it may not be practical to pursue wage differences. 
This is why the Service needs to establish guidelines on the mini- 
mum dollar amount of a potential income error that requires 
follow-up action (see p. 26). In the interest of obtaining rea- 
sonable and consistent treatment of wage match cases, such deci- 
sions should not be left to individual caseworkers to make 
independently. The differences in these 16 cases were above the 
~$75 tolerance we found to be most commonly used. The average 
Difference was $370 and the amounts for individual cases ranged 
from about $80 to $1,470. 

I Errors in 45 cases (10 percent) could not be easily classi- 
ified into specific categories. For example, in one case the 
~external wage document indicated that the participant earned 
‘$1,875 during the quarter. The caseworker reported that the food 
~stamp casefile could not be located and did not pursue verifying 
'the external wage data. However, when we reviewed this particular 
case, the casefile including the external wage document was 
located at the local office. The average unreported quarterly 
earnings in these 45 cases was about $900 and the amounts ranged 
from $90 to $4,830. In an additional 16 cases, caseworkers could 
not recall why they had missed detecting unreported earnings. 
These cases involved average unreported earnings of $1,360 a 
quarter and ranged from $250 to $4,440. 
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Differences between external and casefile 
earnings data must be resolved 

Cases with material wage differences between external and 
casefile earnings data represent potential overpayment situations 
'which require additional staff work to determine the correct 
amount of earnings for the periods involved. Until local offices 
obtain documentation showing a participant's true earnings, there 
is no valid basis for establishing claims, starting collection 
action and, where appropriate, correcting current benefits. 

In 58 (13 percent) of the 446 cases, local offices had iden- 
tified differences between external and casefile earnings data. 
However, they had not obtained the needed documentation from the 
household or the wage earner's employer to confirm whether there 
actually was an underreporting of earnings. Based on our review 
of casefiles and discussions with local officials, we found that 
local office staff either had not requested wage confirmation from 
the participant or employer or had not sent additional inquiries 
when an employer did not respond to an initial request for wage 
confirmation. Local office staff told us that they had not been 
able to obtain this information because households either would 
:not or could not supply documentation on actual wages for past 
~periods or they (local office staff) were too busy to follow up 
~with employers who did not respond to initial inquiries. Conse- 
~quently, local offices were missing opportunities to establish 
~claims and adjust current monthly benefits. 

Of the local offices we reviewed, only those in New Jersey 
~followed up with employers who did not respond to requests for 
*wage information. State food stamp officials told us that the New 
Jersey State law which authorized use of state tax data for wage 
matching also provided local food stamp offices authority to sub- 
,poena wage information from employers. We found a few cases where 
the state had used its subpoena power to obtain wage confirmation 
needed for matching operations, but the state did not have overall 

~information on (1) how often employers did not provide requested 
iwage confirmation or (2) how often such subpoenas had been used. 

'Claims not established 

Of 87 cases (19 percent) for which local staff had verified 
that participants did underreport their earnings, the staff had 
adjusted current food stamp benefits for the 23 cases where the 
income levels of current participants required such changes. HOW- 
ever, they had not established claims for prior-period food stamp 
overissuances for these 87 cases. 

Because the same wage-matching systems were used for both the 
Food Stamp and AFDC Programs (see p. 17) and about one-third of 
the wage match cases we reviewed involved participants who had 
received both food stamp and AFDC benefits, we determined whether 
there was any difference in claims establishment performance. We 
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found that when unreported earnings were discovered in these 
cases, the caseworkers often acted to recover the AFDC overpay- 
ments but not the food stamp overissuances. The 87 cases for 
which food stamp claims were not established inVOlV8d situations 
where (1) the participant had received both food stamp and AFDC 
benefits but claims were established only for AFDC overpayments or 
(2) low priority and few resources were given to establishing 
claims for cases involving only overissued food stamp benefits. 

The local off ices we reviewed in New Jersey and New York City 
had done a comparatively good Job in obtaining the information 
needed to take action on the sample wage match cases we reviewed. 
However, they accounted for 75 of the above 87 cases for which 
food stamp claims should have been established but were not. 

New York City officials said that it had been their policy to 
pursue recovery only for AFDC overpayments. However, they told us 
that after the Service issued its February 1983 regulations allow- 
ing collections by reducing current participants’ monthly bene- 
fits, they had changed their policy and directed local offices to 
also recover food stamp overissuances. New Jersey food stamp 
officials said they were not aware that claims were not being 
established for food stamp overissuances because the state’s moni- 
toring system for wage-matching follow-up did not collect informa- 

, 

tion on whether or not the local offices were establishing claims 
on cases with unreported income. 

Claims had not been established for food stamp overissuances 
in 66 of the cases we studied because such work had a lower pri- 
ority and few staff resources were used for this purpose. This 
problem was most evident in five local offices we reviewed in 
Louisiana, New Jersey, and New York. Although food stamp overis- 
suance cases were referred to a special unit for claims processing 
at these offices, heavy workloads had caused backlogs of a year or 
more for cases awaiting establishment of claims. Claims may even- 
tually be established for these cases, but we believe that the 
older a claim case gets, the less likely that the overissuance wil 
be recovered. Moreover, the opportunity to recover overissuances 
by reducing current monthly benefits may be missed. 

FACTORS CONTRIBUTING TO FOLLOW-UP PROBLEMS 

The basic factors inhibiting effective follow-up on wage 
match cases included (1) the strain on local office resources 
svailable to carry out wage-matching operations, (2) the lack of 
iadequate guidance and training yiven to caseworkers concerning how 
to complete waye-matching activities, and (3) the lack of effec- 
‘tive state monitoriny to ensure timely and accurate follow-up 
dc t ions. Service guidance on the follow-up steps to be taken and 
its evaluation of states’ use of wage data would help to emphasize 
needed improvements. 
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The resource problem affected follow-up activities in each of 
the states we reviewed but took the largest toll in the states 
where comparisons of wage data from external sources with wage 
data in food stamp records had to be made manually. As discussed 
on page 8, such manual matching required extensive staff resources 
which could have been used to better advantage in following up on 
potential wage differences identified through more automated pro- 
ce'dures. Local staff also cited the shortage of time available 
for matching activities because of their need to devote adequate 
ti,me to making basic eligibility determinations on initial appli- 
cations and subsequent recertifications. 

Our review showed that the five states had not done enough to 
make sure that caseworkers had adequate instructions for com- 
pleting wage match follow-up procedures. Two states had not pre- 
pared detailed guidance as of the period of our review. The other 
three either had incomplete guidance or had not made certain it 
was available to all local food stamp agency staff. In addition, 
the states had provided caseworkers with little if any training on 
wage-matching procedures. 

Texas' procedures manual had a section on wage matching, but 
it focused primarily on actions local offices should take after 
comparing external wage data with participant-reported data in 
food stamp files. Thus, it did not cover in sufficient detail the 
procedures necessary for determining if there was any potential 
unsreported income or the steps for verifying the income data that 
hard been used to calculate eligibility and benefit levels. 
Louisiana and New York had issued administrative orders containing 
specific follow-up procedures, but the orders had not been made 
pairt of the states' procedures manuals. Instead, they had been 
provided to caseworkers on a one-time basis and were not routinely 
isisued to new employees. New Jersey held an initial training 
session for local office supervisors and had not issued instruc- 
tions for wage-matching activities because the state said it 
relied on local office supervisors and their fraud units to 
instruct caseworkers. At the time of our review, Florida's proce- 
dures manual did not include instructions for wage matching, but 
thee state food stamp office was developing that information. 
Adcording to a state food stamp official, in December 1983 Florida 
subsequently completed and distributed this information to its 
local offices. 

In addition, only 14 of the 103 caseworkers we interviewed at 
the 14 local offices had received formal training on how to pro- 
perly carry out wage-matching activities. They told us that 
orientation training provided to newly hired caseworkers usually 
included only a brief mention of wage matching. On-the-job train- 
ing sessions on wage matching at local offices usually addressed 
the numbers of matches to be completed and the associated report- 
ing requirements. However, local caseworkers told us that there 
had been very little emphasis on how to identify and pin down 
potential unreported wages. Local offices generally relied on the 
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caseworkers’ immediate supervisors to provide on-the-job training, 
but the supervisors sometimes did not know what the correct proce- 
dures were. For example, supervisors in three local offices we 
visited had instructed caseworkers to compare employers’ names 
shown on the wage match documents to the names shown in the food 
stamp records and did not tell them to compare the wages reported 
by the two sources. 

Each of the five states we reviewed were preparing and for- 
warding to their local offices lists of cases needing follow-up. 
They also had established some procedures for feedback from the 
local off ices ; however, the extent of actual monitoring done by 
the states was unclear. None had taken steps to check on the 
accuracy of the work done by the local offices. State food stamp 
officials told us that they depended on local office supervisors 
to ensure that follow-up work was conducted properly but their 
policies did not require supervisory reviews of follow-up activi- 
ties. Also, states’ periodic management evaluations of local 
office operations did not address how well wage match follow-up 
activities were being handled. 

Food Stamp officials in these five states said that their 
wage match follow-up problems could be reduced substantially by 
refinements in their basic matching systems. They told us that to 
the extent they could avoid having local offices spend time manu- 
ally matching cases which did not contain errors, more time could 
be made available for working on cases with errors. However, they 
also generally agreed with the need for better instructions and 
staff training on follow-up procedures and for better state moni- 
toring of local follow-up activities. Florida, Louisiana, and 
Texas officials said they were revising, or planned to revise, 
their food stamp manuals to provide more specific instructions for 
follow-up activities. New Jersey and New York officials said they 
did not expect to issue additional instructions because their 
counties have primary responsibility for carrying out follow-up 
activities. Regarding their monitoring activities, state food 
stamp officials said they were considering revising their periodic 
management evaluations of local office operations to include an 
assessment of the adequacy of wage match follow-up activities. 
According to officials in Florida and New Jersey, in September and 
October 1983, respectively, the states set up procedures and began 
monitoring and evaluating local offices’ follow-up activities. 

Service regulations specifically require that the states 

II develop follow-up procedures and corrective 
altio; requirements, including timeframes within 
which action should be taken, to be applied to data 
obtained from wage matching. Follow-up actions shall 
include, but not be limited to the adjustment of bene- 
fits and eligibility, and the filing of claims, as 
appropriate. . . .’ 
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However, additional Service guidance is needed on the specific 
follow-up steps to be taken, the time frames that would be 
reasonable, and the types of management controls that would ensure 
proper disposition of cases containing potential income errors. 
Additional Service evaluation and feedback on state matching 
activities could help increase the number of potential over- 
payments identified and acted on to stop ongoing overpayments and 
collect previous overpayments. 

Except for Florida, the states we reviewed had not received 
feedback from the Service on the adequacy of their follow-up 
activities. In 1982, the Service's Southeast Region examined wage 
match follow-up activities in Florida as part of a state operation 
review that addressed special corrective actions needed to reduce 
the state's high error rate. The Service found that caseworkers 
were not correctly following up on wage matches and were sending 
cases to special fraud units without confirming reported earnings 
with employers. The Service's report recommended that the state 
hold local office supervisors more accountable for follow-up 
activities and have the caseworkers confirm earnings with 
employers. 

Other than the above, the Service's regional offices gener- 
ally had not monitored states' wage-matching activities before 
1983 when wage match requirements became effective. Although 
Service headquarters had not directed its regional offices to 
monitor state follow-up activities at the time of our review, the 
three regional offices covering states we reviewed were planning 
to review those activities during their periodic evaluations of 
State operations. The regional officials said, however, that food 
stamp regulations need to provide specific requirements for state 
wage-matching activities for use as criteria in evaluating the 
states' operations. 

Service headquarters officials told us that the states should 
be given flexibility in implementing wage-matching requirements 

1 
nd that they therefore do not plan to change regulations to set 
orth more detailed requirements for state matching activities. 

At the time of our review, Service officials said that their 
principal objective was to get states to install wage match 
systems that met the minimum requirements. They also said they 

I 

ere considering sanctioning states which had not installed 
cceptable systems. They told us that in the future they will be 
xaminining the states' follow-up activities by specifically 

)Iddressing them in the Service's regional office evaluations of 
state operations. 

Because much of the wage information is not being used, used 
effectively, or used in a timely manner, a sizable portion of the 
administrative effort that the states do devote to wage matching 
is being wasted. We believe that more specific detailed instruc- 
tions, whether in a regulatory or another type of format, would be 
beneficial. It would be particularly useful to outline the basic 
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steps that local offices must complete to both identify and con- 
firm potential overpayments and to use that information to reduce 
unnecessary program costs. Because delays in using wage data tend 
to extend overpayments and/or reduce opportunities for recovery, 
time frames for use of external wage data also should be 
established. 

In January 1984 the Department's Office of Inspector General 
reported on the implementation of wage matching in the Food Stamp 
'Program. The report noted that because of deficiencies in the 
design of wage-matching systems, some states were not following up 
on a majority of their potential overissuance cases. The Inspec- 
tor General's report attributed this problem to an absence of 
requirements for timely follow-up and corrective action and to 
inadequate monitoring of states' implementation of wage matching. 

FOLLOW-UP PROBLEMS ALSO INHIBIT 
AFDC WAGE-MATCHING EFFECTIVENESS 

The problems discussed in this chapter relating to the Food 
Stamp Program also apply to the AFDC Program. Although these pro- 
'grams were administered by different federal agencies, a single 
state administrator often had responsibility for both programs, 
ithe same local offices usually administered both programs, case- 
workers could handle both types of cases, and the same wage- 
matching system was used for both programs in the states we 
'reviewed. 

Of the 446 food stamp cases for which we found potential 
iunreported income, 146 of the those same households also had 
received AFDC benefits based on potentially inaccurate earned 
income information. In conjunction with our review of food stamp 
follow-up procedures, we also reviewed the results of the five 
states' follow-up work on the 146 AFDC Program cases. 

(ing table summarizes the results of that review. 
The follow- 

Number 
of cases 

Correct follow-up procedures used 
No follow-up action taken 
Errors in comparing external wage 

data with participant-reported 
casefile information 

Differences between external and 
casefile wage data not resolved 

Claims for overpayments not established 

52 
27 

39 

11 
17 

Total 146 
- 

As in the Food Stamp Program, the results of our review show that 
the five states were experiencing problems in carrying out the 
follow-up work to fulfill the AFDC wage-matching requirement. 
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CONCLUSIONS 

Wage matching can be an effective means for identifying un- 
reported earnings and overissued benefits, adjusting current 
monthly benefits as necessary, and collecting overissuance claims. 
Effective matching systems, as discussed in chapter 2, also should 
include appropriate follow-up procedures for the individual cases 
referred to local offices by state headquarters. We found, how- 
ever, that follow-up action on most cases was either not taken, 
was incomplete, or was inappropriate and the potential benefits 
from wage matching were not fully achieved. 

For wage matching to be an effective method for improving 
program integrity, the Service must provide the impetus for states 
to instruct local offices on the appropriate follow-up steps to 
take in wage match cases and monitor those actions to ensure that 
they are performed timely and correctly. In doing this the Serv- 
ice needs to inform the states what is needed to implement effec- 
tive wage match follow-up procedures and excercise its oversight 
responsibilities to be certain that the necessary steps are taken. 

Service action to improve follow-up procedures should in- 
crease the number of potential overpayments identified and actions 
taken to correct benefits received by overpaid households. How- 
ever, states would need additional staff resources to conduct 
wage-matching operations if they continued using procedures which 
are highly dependent on manual operations just to identify poten- 
tial overpayments. Increasing the automation of the comparison 
process as discussed in chapter 2, thereby relying on automated 
steps to identify potential overpayments, would reduce judgment 
errors in identifying possible inaccuracies in income data and 
greatly reduce local office workload. The principal benefit would 
be to allow local staff to concentrate on resolving any problems 
with those cases that have already demonstrated potential for 
being based on erroneous earned income information. 

RECOMMENDATIONS TO THE SECRETARY OF AGRICULTURE 

We recommend that the Secretary of Agriculture direct the Ad- 
~ ministrator of the Food and Nutrition Service to modify Service 

regulations and establish policy guidance to set forth specific 
~ Service expectations regarding state follow-up actions. This 
, should include details on how wage metch follow-up work should be 
~ conducted, reasonable time frames for completing follow-up 

actions, and the types of management controls necessary to make 
sure that accurate and timely follow-up actions are taken. The 
Service regulations should stipulate that state procedures must 
provide for 

L,- -- 
--comparing external earnings information with participant- 

k 
reported earnings as shown in food stamp records applicable 
to the same time periods; 
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--. 

--obtaining from the employer or the participant necessary 
supporting documentation on actual earnings for the match 
period and, as appropriate, for any other past or subse- 
quent months the participant received benefits; and 

--establishing claims and adjusting current benefits within a 
specific time period, such as 30 days after income verifi- 
cation steps disclose an overissuance of food stamp 
benefits. I- 

I The regulations also should require that states and local 
,;offices provide appropriate instructions and training to staff 
I performing follow-up activities and that states establish controls 
' for monitoring accuracy, timeliness, and completion of local 
~ office follow-up work, Finally, the Service should evaluate the 

adequacy of state follow-up efforts as part of its state level 
/ operations reviews and its validations of states' management eval- 
! uation reviews. In carrying out these improvements, the Service 

should consult and coordinate with the Office of Family Assistance 
within the Department of Health and Human Services' Social 
Security Administration which administers the AFDC Program to 

,develop consistent procedures to the extent appropriate. 

'AGENCY COMMENTS AND OUR EVALUATION 

Department of Agriculture 

Agriculture agreed that systematic follow-up action is a 
necessary step to make wage matching an effective tool and said 
that its experience did not reveal any single approach that would 
be preferable to others for follow-up or other key wage match 
components. (See app. II.) 

While there may be more than one way to effectively follow up 
on cases involving potential unreported income, this chapter shows 
that states could substantially improve their follow-up results if 
they carried out certain basic steps. Effective follow-up re- 
quires that states take a series of sequential steps such as those 
outlined on pages 23 to 25. If follow-up work does not include 
those steps, the effectiveness of states' matching efforts will be 
reduced. 

!Department of Health and Human Services 

HHS agreed with and supported our recommendations. As noted 
on page 19, HHS had issued a review guide for its regional offices 
to use in evaluating and providing guidance on states' wage-match- 
ing operations. Included in this review guide were sections 
devoted to assessing the efficiency and effectiveness of states' 
follow-up procedures. We believe that the results of HHS' evalua- 
tions could be extremely useful to Agriculture in initiating its 
assessment of states' food stamp wage-matching procedures. 
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As noted on page 19, HYS acknowledged the need for more 
specific guidelines on the application and use of external wage 
data under both automated and manual 1:ac\niques. It planned to 
examine ways to develop those guidelines and to continue its dis- 
cussions with Agriculture staff. 

State agency comments 

The five states agreed that they needed to improve their 
follow-up work. For example, Texas cited the need for more 
training and Inore specific procedural manual instructions for 
using external wage data at the local level. (See app. VI.) 
Florida said that it had modified its management evaluation proce- 
dures to address the arlstiuacy with which local offices were fol- 
lowing up on wage match cases. (See app. IV.) 
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ARPENDIX II APPENDIX II 

Umted States 
Department of 
Agriculture 

Food and 
Nutrwon 
Service 

3101 Park Center Drive 
Alexandria, VA 22302 

Mr. Brian P. Crowley 
Associate Director 
Resources, Community and 

Economic Development Division 
U.S. General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Crowley: 

This Is in response to the General Accounting Office (GAO) proposed 
report to Congress entitled “Better Wage Matching Systems and 
Procedures Would Enhance Food Stamp Program Integrity.” 

As you are aware, during Fiscal Year 1983 this agency launched a 
major campaign in an effort to reduce certification error rates, as 
well as losses due to the lack of accountability and controls over 
the issuance of coupons. Wage matching was integral to this coordinated 
thrust. We have devoted an enormous amount of time and effort to ensure 
that States implement wage matching requirements and realize the most 
effective results. 

Wage matching has been and continues to be a major priority of this 
agency as we believe wage matching is an effective means to detect and 
prevent program abuses. We agree with GAO that the effectiveness of 
wage matching can be improved, and we are now focusing on the efficiency 
and effectiveness of State systems. We found your report to be 
constructive and informative. Much of the information contained in the 
report will be helpful in our efforts to pursue refinements to current 
wage matching activities. 

We must realize that wage matching is a complex activity and takes time 
to accomplish. In many cases, numerous obstacles must be overcome in 
order to develop a fully functioning wage matching system. As your report 
points out this is due, in part, to the variances in States’ system 
capabilities and resources across the country. Nevertheless, significant 
progress has been made since GAO’s field work was conducted. States are 
progressing in improving their level of computer development as well as 
their knowledge of prioritization techniques and follow-up strategies. 

As we pursue our efforts to Increase the efficiency and effectiveness 
of States’ wage matching operations we intend to continue our policy to 
allow States maximum flexibility in carrying out this function. States 
need this flexibility to allow for different problems, system priorities 
and resources. For example, one State may need to make only refinements 
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Mr. Crowley 2 

to its system; another State may need to improve its follow-up procedures; 
yet another may choose to develop a new system with front-end matching 
capability. The agency has already begun efforts to make wage matching 
more effective, and is striving to improve our knowledge of effective 
wage matching techniques. 

This agency agrees with the report on the areas identified as needing 
refinements and support any work which adds to our body of knowledge 
including cost and benefit data on various wage matching techniques. Certainly 
systematic follow-up action is one necessary step to make wage matching an 
effective tool. However, our experience thus far does not reveal any 
one single approach that is better than others for this important 
activity as well as other key wage match components. 

This agency has been actively working with States to improve wage matching 
activities and will contime to provide technical assistance to enhance 
State matching systems. In addition, we have been coordinating our 
efforts with the Department of Health and Human Services and other Federal 
agencies under the auspices of the President’s Council on Integrity and 
Efficiency. These efforts will increase our knowledge of effective wage 
matching strategies. We in turn will share this information with States and 
enourage improvements to ensure that the optimum benefit from wage matching 
is realized. 

If you have any questions on our response, please advise. 

Sincerely, 

Administrator 
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APPENDIX III APPENDIX III 

Mr. Richard L. Fogel 
Director, Human Resources 

Division 
United States General 

Accounting Office 
Washington, D.C. 20548 

Dear Mr. Fogel: 

The Secretary asked that I respond to your request for the 
Department's comments on your draft report "Better Wage Matching 
Systems and Procedures Would Enhance Food Stamp Program 
Integrity." The enclosed comments represent the tentative 
position of the Department dnd are SUbJeCt to reevaluation when 
the final version of this report 1s recerved. 

We appreciate the opportunity to comment on this draft report 
before it8 publication. 

Sincerely yours, 

c 
(. -:, ' 

J k \- ‘*QQ/L4JpJ 

Richard P. Kusserow 
Inspector General 

Enclosure 
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APPENDIX III APPENDIX 11'1 

THE DEPARTMENT OF HEALTH AND HUMAN SERVICES' COMMENTS ON GAO’S 
DRAFT REPORT, "BETTER WAGE MATCHING SYSTEMS AND PROCEDURES WOULD 
ENHANCE FOOD STAMP PROGRAM INTEGRITY" 

General 

All the recommendations in this report are directed to the 
Department of Agriculture (DOA) Food Stamp program wage matching 
aetivitles. However, since--as the report notes--wage matching 
is also required for the AFDC program and the same State wage 
matching systems are frequently used for both the Food Stamp and 
AFDC programs we are responding to the report. 

We support all of GAO’s recommendations. This Department has 
already taken specific steps to promote and improve wage matching 
actlvlties In the AFDC program. 

We have required the use of wage data as stipulated by public law. 
Further, the use of all available third party data is a requirement 
for States to receive 90 percent Federal funding for developing 
Farrlly Asslstar,ce Management Information Systems (FAMIS). In 
addition, HHS has anticipated the need to monitor State compliance 
and provide guidance on wage matching actlvltles. We have issued 
a data exchange review guide for use by regional offices to 
evaluate the use of wage and benefit data by State agencies. The 
regional offices are currently conducting those reviews. A COPY 
of our rtvlew guide has been provided to the GAO staff involved 
1s this audit. 

What rem,ains to be done is to develop definitive guidelines for 
States regarding the application and use of the data in terms of 
both automated and manual techniques. We will examine ways In 
which we can develop these guidelines. We will also continue 
ongoing discussions with DOA staff on development of their 
regulations and the use of standardized formats for computerized 
matches. 
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APPENDIX IV 
. APPENDIX IV 

June 15, 1984 

Mr. Brian P. Crowley 
Associate Director, Senior Level 
U.S. General Accounting Office 
Room 1369 
South Agriculture Building 
14th and Independence, S.W. 
Washington, D.C. 20003 

Dear Mr. Crowley: 

This is in response to the U.S. General Accounting Office Report 
which you recently sent to this office. We have reviewed the 
report and found it to be factually correct with respect to its 
findings for the State of Florida, with one notable exception. 
On Page 32, the report states that none of the states reviewed 
had taken steps to "check on the accuracy of work done by the 
local offices" and "states periodic management evaluations of 
local offices did not address how well wage match follow-up 
activities were being handled." We implemented in September 1983 
a modification to our management evaluation procedures to address 
the adequacy with which local food stamp offlces are implementing 
wage match procedures as specified in HRSM 165-6. The management 
evaluation reviews now address the following considerations: 

1. 

2. 

I 

3. 

4. 

The Income Verification System (IVS) forms are to 
be distributed to the appropriate staff. Observe 
the procedure if they arrive during the review. 
If not, discuss the procedure with the unit 
supervisor. 

iile unit supervisor is to distribute the IVS forms 
before the effective month. Observe the procedure 
if the forms arrive during the review. If not, 
discuss the procedure with the unit supervisor and 
the eligibility workers. 

~11 IVS forms are to be processed in a timely 
manner. Validate the IVS Threshold Listing to 
determine the time frames. Observe or discuss the 
procedures in the unit. 

The unit supervisor is to ensure that IVS forms are 
acted upon appropriately and timely. Validate the 
IVS Threshold Listing and the I.&nit IVS Reports. 

f $17 \\ I\f \\( )( )I) f)l \ 1) l I,\1 I.,\fl.\sst:f f-I< $,'.$()I 
IV )I< ( !I< \t t \\I ( A )\ t I<\( ,tt 
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Mr. Brian P. Crowley 
Page 2 
June 15, 1984 

APPENDIX IV 

5. 

6. 

7. 

8. 

9. 

Prior to 

Does the supervisor review case records containing 
IVS forms? 

When an IVS form 1s processed it should be properly 
documented in the case record. Case file examination 
will lndlcate if they are properly processed. Figures 
can be taken from the IVS Review Sheet. 

Contradictory/questionable information should be 
explored with the household, and the resolution docu- 
mented in the case file. The results from this item 
will come from the IVS Review Sheet. 

Households are to be notified and given an opportunity 
to verify information by another source if wage match 
information contradicts information provided by the 
household, or if wage match data is unavailable. The 
results for this item will come from the IVS Review 
Sheet. 

Eligibility and benefit levels are to be adlusted 
correctly and on a timely basis as a result of action 
on wage information. The results for this item will 
come from the IVS Review Sheet. 

Claims are to be filed against the household on IVS 
information. The results for this item will come 
from the OFR Review Worksheet and the IVS Review 
Sheet. 

September 1983, the ME review only addressed the following 
consideration: 

Units are to correctly review 90 percent of the IVS 
statements prior to recertification. Validate the 
IVS Threshold Listings by making a random sample of 
no more than 15 cases to determine if the IVS's were 
correctly reviewed. Some may show up in the case 
reviews. 

[GAO COMMENT: We have added this information on paqe 32 of the 
report.] 

Also, on Page 31, the third paragraph, the report states that 
Florida's Procedures Manual did not include instructions for wage 
matching, "but, the food stamp office was developing that infor- 
mation at the time of our review." The manual procedures were 
first promulgated and distributed to the field in June 1983 and 
were subsequently revised In December 1983. 
cedures are attached for your information. 

Copies of these pro- 
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Mr. Brian P. Crowley 
Page 3 
June 15, 1984 

[GAO COMMENT: 
rqmrt. 1 

We have recognized this progress on page 31 of the 

This report corroborates the approach that we have been wanting 
to take to the implementation of wage matching - namely, the use 
of an exception based wage matching system. Enhanced automation 
of! the wage matching system will minimize the manual effort 
required to identify cases with unreported or underreported 
income, and improve the overall efficiency of the local food 
stamp office. We anticipate implementing this type of a wage 
matching system in October 1984. 

[GAO COMMENT: We have noted the state's anticipated implementa- 
tion of an enhanced matching system date on page 20 of the 
report.] 

Should you have questions regarding this matter, please let me 
know. 

Sincerely, 

Marshall E. Kelley 
Program Staff Director 
Economic Services 

MEK/Kkl 

Attachment 

[GAO COMMENT: 
tG/ reflect page 

Page references in this appendix have been changed 
numbers in our final report.] 
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Al?PEND;X V 

NEW YORK STATE 

DEPARTMENT OF SOCIAL SERVICES 

40 NORTH PEARL STREET, ALBANY, NEW YORK 12243 

CFSAR A PERALES 
Commwronsr 

June 21, 1984 

Mr. Brian P. Crowley 
Associate Director 
U.S. General Accountmg office 
Hoom 1369 
South Argriculture Building 
14th and Independence Avenue, SW 
Wasmngton, D.C. 20250 

Dear Mr. Crowley: 

Thank you for providing the opportunity to review and comment on your 
draft report entitled “Better Wage Matching Systems and Procedures Would 
Enhance Food Stamp Program Integrity.” While we are in general agreement 
with the major findings of the study, there are a few factors which should be 
introduced to bring matters into proper perspective. 

The report cites as a major problem the inability or failure of all states 
involved to conduct an automated comparison of employer reported wage data 
with food stamp budget data for the same period. The need to prepare budget 
adJustments on the basis of employer reported wages is recognized but for the 
most part the process 1s handled manually in New York State, A major system 
modification would be required to accomplish this on an automated basis. While 
such an effort has been under consideration, a higher priority was assigned to 
developing the use of wage matching as a front end eligibility tool thereby 
emphasizing cost avoidance rather than restrospective budget adjustments. In 
New York City, new applicants have been matched against the Wage Reporting 
System since 1982. The results have been sigmficant and more than justify the 
costs involved. A similar system has been developed for the remainder of the 
State and is expected to be in place by September, 1984. 

[GAO COrrlMENIT : Our evaluation of New York’s preference to use 
external wage data as a tool for helping make initial decisions 
about applicants’ eligibility is an pacje 20.1 

The other major problem identified by your review is New York State’s 
failure to conduct wage matches for former recipients. The report, however, 
correctly notes that this failure is due to State law rather than poor procedure. 

Finally, 1 would like to pomt out that the State of New York is always 
Interested in ways to improve the efficiency and effectiveness of its opcratlon. 
To that extent, we appreciate the comments and concerns presented by your 
office. We would also like to assure that, in pursuing optimum efflclency, we 
proceed with a broad perspective of Department operations and not with a 
narrow view of what may benefit only one program or subsystem. The current 
wage matching operation in New York State 1s estimated to save more than $50 
million per year. While we recognize that there is always room for 
improvement, we hesitate to undertake costly modifications without a high 
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level of certainty that they are justified. If after sufficient research and 
teati& it is verified that the changes recommended by your review are 
warranted, 
accordingly. 

and (1s other priorities permit, resources will be allocated 

[GAO COMMENT: AS noted throughout the report, the states we 
reviewed experienced problems in several key areas in effectively 
implementing the wage matching requirement. We believe these 
problems justify the immediate development of corrective action 
strategies to improve states' wage matching operations. We agree 
that states should not undertake costly modifications to their 
matching systems without assurances that those efforts will reduce 
losses. We also recognize that additional resources may be needed 
to implement the improvements suggested in this report; however, 
unless these improvements are made, some states will continue to 
experience inefficiencies in their procedures to identify and 
follow up on potential overissuance cases. Without more highly 
sophisticated techniques for identifying cases with potential 
overpayments resulting from underreported income, it is highly 
likely that caseworkers' available time for follow-up and verifi- 
cation work will not be used as effectively as otherwise might be 
possible.] 

Once again, thank you for the opportunity to comment on the draft 
report. 

S+erely,, 
'. 1 

-A C--r* ‘4 ,czL*r,cIr,-J 
Phi I( pd. Natcharian 
Director of Program Integrity 
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Texas Department of Human Resources 
5tdte tieddqudrtrrs 1 watrd at ‘06 Ranlster Lane 
hZa111ng Addrru P 0 Ho*. 2060 l Austin. I’rras ‘8’60 

COMMISSIONER 

li4rA.ri h ,x 8.0. ,f . . 

June 1, 1984 

Mr Brian P. Crowley 
Associate Director, Senior Level 
United States General Accounting Office 
Room 1369 
South Agriculture Bullding 
14th and Independence Avenue, SW 
WashIngton, D.C. 20250 

Dear Mr. Crowley. 

SubJeCt: Review of draft report, Better Wage Matching Systems and Procedures 
Would Enhance Food Stamp Program Integrity 

We have brlefly revlewed the SUbJeCt report and have the following comments, 

We fully agree with the study flndlnq that Increased use of computer comparison 
of external wage data with Internal reported income ~111 improve the overall 
process of wage matching, lncludlng clearance of potential unreported income 
in local offices. The report notes (p. 12) that Texas planned to upgrade our 
capability In this area. We have now done this and are looking forward to 
production of the first set of wage reports under the new system (first 
quarter of 1984) in July 1984. 

[GAO Cr)MMErJT: On pacre 12, we have noted that Texas ?las clpqraded 
its computer capability and oxpecterl the first set of wage reports 
under khe system in July 1984.1 

These changes will allow eliglblllty determination workers to do a much better 
lob of following up on wage reports than that described on page 22. However, 
I wish to point out that the study took place during a period of unprecedented 
Increase in AFDC and Food Stamp applications and caseload (e.g. AFDC-708 
applications per day, a 31:; increase from the prior year; Food Stamp-2509 
appllcatlons per day, a 507; increase from the prior year), which made the 
lnefflclencles of our former wage matching system even more dlfflcult to 
handle. 

We also agree that more tralnlng and more speclflc procedural manual instructlons 
for clearing wage reports at the local level are appropriate. 

Thank you for the opportunity to revlew this draft report. 

Sincerely, 

,Ww2cL, 
Marlin W Joh 

[GAO COMMENT: Page references In this appendix have been changed 
to reflect page numbers in our final report.] 
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We recommend that the Secretary of Agriculture direct the Ad- 
ministrator of the Food and Nutrition Service to modify Service 
regulations and establish policy guidance to set forth specific 
Service expectations regarding state follow-up actions. 

The regulations also should require that states and local 
‘offices provide appropriate instructions and training to staff 
performing follow-up activities and that states establish controls 
for monitoring accuracy, timeliness, and completion of local 
office follow-up work, Finally, the Service should evaluate the 
adequacy of state follow-up efforts as part of its state level 
operations reviews and its validations of states’ management eval- 
uation reviews. 



. 
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